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ABSTRACT 
In the globalized era of industrial world where the economy is in its full 
employment on the line of "welfare state", the protection of employees 
becomes the ultimate goal of the legal system in the name of social security. 
Social security is a dynamic concept. It varies from time to time and 
country to country for the employees. Social security means safety and freedom 
from fear of wants as well as hanger and it apply to them as a group of 
interrelated and interdependent people of the industrial arena. 
Insurance and pension are chief elements of social security for 
employees. Insurance and pension envisage that the employees shall be 
protected by collective action against social risk causing undue hardship and 
privation to individual employees whose private resources can seldom be 
adequate to meet them. Insurance and pension cover through an appropriate 
organization, certain risks to which the employees are exposed. 
From the beginning the government of the coimtries like U.K., U.S. and 
India is active in providing social security to their employees in the name of 
insurance and pension. In reference of insurance and pension these countries 
made a fine system. But now systems providing insurance and pension benefits 
to the employees are under increasing threat. Several factors contributed to 
this-firstly, the aging trends continue increasing the old age dependency ratio. 
Secondly, reform has not been easy to'implement, so that fiscal costs of the 
system continue to increase as well. The fiscal costs of these countries have 
been augmented by the effects of recent economic shocks which have lowered 
growth and increased the public debt. Finally, the trend in economic policy 
goal toward lower inflation, tighter fiscal policy and increased monetary 
system interdependence, has placed these implicit insurance and pension debt 
in sharper focus, out-linking the nature of the strain on the fisc posed by 
unreformed system. Insurance and pension reforms continue to be a hot topic in 
economic policy discussion. 
In this respect, firstly the government of U.K. takes actions to reform the 
insurance and pension sector by passing the Social Security Act 1986 and 
Financial Service Authority Act 1986. The actions of the U.K. govermnent are 
still in progress; much recently the government has passed the Financial 
Services Authority and Market Act 2001 as well as Pension Act 2004. 
In this respect the government of India is too on the path of reforms of 
insurance and pension sector, the examples are passage of Insurance 
Regulatory and Development Authority Act, 1999 on the recommendation of 
R.N. Malhotra Committee and presentation of Pension Fund Regulatory and 
Development Authority Bill, 2005 on the recommendation of Old-Age Social 
and Income Security Committee, before the parliament, which is still in 
pending. 
But the progress of reforms in insurance and pension sector of U.S. in 
terms of privatization is slow. First time this idea of reforms on the name of 
privatization was proposed in the Bush second administration. But before any 
action, the government of Bush went. Now this idea of reforms in terms of 
privatization is rejected by present Obama government. The Obama 
government wants reforms to the insurance and pension sector but not through 
the rout of privatization. Recently a lot of legislation has been proposed by the 
Obama government such as Insurance Information Act 2009, Insurance 
Industry Competition Act 2009 as well as Consumer Financial Protection 
Agency Act 2009. 
By taking these steps the governments of these nations have made a 
serious impact on the various nuances of insurance and pension and its 
regulated principles. By doing this these nations created new markets, new 
products, new mindsets, new competencies, new innovations, redefined the 
consumerism and increased the competition in a given market. But the 
employees are still in much vulnerable state of affairs. 
Insurance and pension reforms are very complex fields involving 
interlinking consideration of sparming fields of finance, labour market, macro 
economics, information technology, administrative procedure etc. So the door 
of research is open. 
The main objective of this study is to discuss the broad imperatives for 
effective insurance and pension reforms in India with special reference to the 
U.K. and U.S. The current problematic situation suggests that these nations 
became old than it became rich but it must be the response of these nations that 
they became rich than it became old, in coping with the current problematic 
situation of insurance and pension. 
In addition, the issues involving in transitioning from the current to the 
reformed system are difficult. But constructing and sustaining adequate 
insurance and pension system in the name of social security are essential for 
managing the challenges of this liberalized, privatized and globalized era. 
This study reviews the various components of insurance and pension 
system of India with special reference to U.K. and U.S., in order to identifying 
a complete and proper system which provide financial security to the 
employees up to the level of their satisfaction. This study has been design as-
Part- A: Indian Position 
Insurance and Pension: Conception and Notion 
This Caption defines, on one hand, the insurance is an agreement in 
which employer agrees to indemnity the employee against the loss which they 
might be suffered in any way other than his own willful or negligent act. 
The insurance system was started in India during 19' century without 
any regulation by the Britishers. The first established life insurance Company 
of British India was "Orient Insurance Company", which was followed by 
other companies. These companies were taking extra premium of 20% from 
Indian in comparison of non-Indian. Till 1938, there were 176 companies (both 
life and non life) in India but plagued by fraud. Hence a comprehensive set of 
regulations was put in place to stem this problem in the name of Insurance Act, 
1938. After that, insurance companies were established by Indians. Till the 
1956 there were 154 Indian companies. In 1956 Life Insurance Corporation Act 
was passed and life insurance companies were nationalized. Indian government 
was trying to nationalize general insurance companies by amending Insurance 
Act from time to time but this move was not sufficient. There was need of a 
separate statute, so General Insurance Business Nationalization Act was passed 
which gave a new move to general insurance through the nationalized 
companies. 
In 1991, the issue of privatization of insurance was raised under the 
open market system, so the government constituted Malhotra Committee which 
suggested in favor of privatization. After that the change in insurance industry 
appeared inmianent and Insurance Regulatory and Development Authority Act, 
1999 was passed. This Act created a new authority i.e. IRDA for the regulation 
of insurance business. But the problem was still there. On the request of the 
government. Law Commission in its 190**^  report of 2005 suggested for the 
amendment of Insurance Act 1938, Life Insurance Corp. Act 1956 and 
Insurance Regulatory and Development Authority Act 1999. Than the 
government constituted K.P. Narasimha Committee and on the 
recommendation of such committee Insurance Laws (Amendment) Bill 2008 
was passed which increased the foreign equity from 26% to 49%. 
The result of these policy changes emerged in the form of global 
integration of financial market, information explosion, financial innovations, 
wide investment option, customer centric approach etc. 
The thing defined under this caption, on the other hand, is that the 
pension is the reward of the employees and not the discretion or the 
benevolence of the employer. 
In India the concept of pension originated by the Britishers by passing 
so many legislation like Pension Act 1871, Old-Age Pension Act 1908 as well 
Provident Fund Act, 1912. But the schemes implemented by these Acts were 
not adequate, so India passed Widow, Orphan and Old-Age Contribution Act 
1923, Workman Compensation Act 1923 as well as Provident Fund Act 1925 
which provided some relief to the employees. At that time employees welfare 
was the main issue of financial system. So the government set-up Royal 
Commission in 1929 and on which recommendations passed Social Security 
Act 1935 and again set-up Labour Investigation Committee and passed the 
Family Allowance Act 1945 by which the scope of contributory pension 
system became larger. 
In 1947, India became independent and pension matter was defined 
under Article 39 and 41 of the constitution. After that a series of legislations 
dealing with the pension matter, separately of industrial employees as well as 
civil employees came into existence. The Employee Provident Fund and 
Miscellaneous Provisions Act, 1956, Employee State Insurance Act 1948, 
Maternity Benefit Act 1861, Payment of Gratuity Act 1972 were passed for 
industrial employees as well as the Central Civil Services (Pension) Rules 
1972, Central Civil Services (Commutation of Pension) Rules 1981 were 
passed for employees. 
But the problem was still there because the government was burdened 
by continuous increasing ageing trends. So the government decided to replace 
the defined contribution system at the place of defined benefit system and 
implemented the New Pension System in the year 2004 for the employees who 
joined services fi-om Jan. P* 2004. In respect of legislative backing for NPS the 
government tabled the Pension Fund Regulatory and Development Authority 
Bill, 2005 in the parliament which is still in pending. 
The NPS is a defined contribution pension system with individual 
retirement account, product choices, professional fund management by 
competing private fimd managers and portability through centralized record 
keeping and administrative actions. 
Insurance and Pension: Reformation towards the Privatization and 
Globalization 
This caption defines that the reformation in both the insurance and 
pension sectors of India is necessary. So firstly the government of India 
constituted R. N. Malhotra Committee and Mukherji Committee to examine the 
existing Indian insurance system as well as its difficulties, and to recommend 
for reforms towards the privatization and globalization. The committees after 
the exhaustive examination of Indian insurance system recommended that 
Indian system is prey of some short- comings such as weakness of fund 
management mechanism, operational procedures, and governance, no 
availability of data's for the common man, defected structure which increased 
fiscal stress, jealous attitudes among public and private sector corporations, so 
there is need to reform this sector because there are no consumer suited 
products, insurance awareness among the people is low, insurance covers are 
expensive, return from the insurance products is less etc. On the 
recommendations of these committees the government of India passed the 
Insurance Regulatory and Development Authority Act 1999 and privatized and 
globalized to the insurance system of country. After that step of government 
the Indian market became competitive which produced the dearth of product 
innovations, revolutionaries to the information technology, grape to the multi-
channel routs and increase to the consumer's awareness. Again in the year of 
2004 the Law Commission recommended to amend the Insurance Act 1938 and 
Insurance Regulatory and Development Authority Act 1999 in terms of 
privatization. Than the government of India constituted K.P. Narsiinha 
Committee which gave report in 2007 and recommended for amendment of 
Insurance Act and Insurance Regulatory and Development Authority Act as 
well as for the introduction of some new principles for the regulation of 
insurance sector in the path of privatization. In the wake of this report the 
government of India amended the Insurance Act as well as Insurance 
Regulatory and Development Authority Act as well as passed the Insurance 
Laws (Amendment) Bill 2008 to introduce some new principles for leading to 
the rout of privatization. 
After that the government constituted Old Age Social and Income 
Security Committee and Bhattacharya Committee to determine the difficulties 
of pension sector and recommended for reforms. These committees examined 
the pension sector of India, and recommended to privatize the pension sector of 
the nation because it had some malpractices such as administrative incapacity 
of Employee Provident Fund Organization, low public awareness about their 
system, weak information system, fiscal stress etc. On these recommendations 
the government moved the Pension Fund Regulatory and Development 
Authority Bill 2005 in the parliament which is still in pending and implemented 
the NPS for the employees recruited on or after first Jan 2004. Currently the 
debate on the effects of NPS system is still going on. 
Insurance and Pension: Era of Privatization and Globalization; A Critical 
Appraisal 
This caption defines the present scenario of insurance and pension 
system in India. The insurance and pension are two sides of same coin that 
means two aspects of our financial system. But the government of India wants 
to develop these two sectors on the same pattern. So firstiy the government 
tried to privatize the insurance system. The goal of government behind the 
privatization was encouragement in competition, improvement in insurance 
penetration and service standard, customer centric product, efficient allocation 
of resources, dynamic management portfolio, change in consumer outlook etc. 
The decision of_govemment of insurance privatization was correct but some 
things such_as privatization increased private monopoly and cost of insurance 
because_private corporation provided expert services as well as there may be 
the possibility of breaking of joint venture which was ignored by the 
government. So some problems are still there such as insurance is still a tax 
saving tool, there are inadequate roles of intermediaries, inefficiencies in Banc-
assurance System, inappropriate regulations, defects in growth strategy, 
expansion of distribution costs etc. But the solutions of these problems are also 
available such as improvement in product strategy, service level, stabilizing 
monitoring compliance, adaptation of multi-channel, multi-product, multi-
segment rout as well as constitution of role model for banc -assurance. 
By making these improvements the system can do better work but every 
system has some drawbacks like this insurance system after making 
improvement also have some drawbacks, such as in privatization there is a sale 
of the insurance to multinational corporations which links it to a speculative 
bubble of casino capitalism, promote jealous attitude among pub-private sector 
corporations, make insurance the privilege of only richest people. 
After the progress in insurance sector by privatization, the government 
tried to privatize the pension system. The government's goal behind 
privatization of pension was to increase old age income coverage, removal of 
unfunded governmental liability, state facilities m regulatory mechanism for 
insuring sustainable development, optimum return for old age etc. The decision 
of government up to some extent was correct but there are many things such as 
privatization contains no social insurance component, provides individual 
retirement account which is expensive, shifts the risk fi-om corporation to 
employees, creates problem of agency risk etc. which were imseen by the 
government. The reasons behind these things which could not be seen by the 
government were some pre-requisite acts on the part of government e.g. 
suitable legislative fi-amework, establishment of strong regulatory authority. 
and ombudsmen institution for dispute settlement, as well as pension protection 
fund for the situation of insolvency. But no doubt, these problems can be 
avoided by some bold steps such as change in the structure of NPS, removing 
the cap from the number of pension fund manager, providing wide and 
different investment options as well as government's guarantee in distress, 
establishment of strong administrative authority. 
Like privatization of insurance, some drawbacks also came out from the 
privatization of the pension system after taking the possible future directions, 
such as, NPS does not give any assurance except market based guarantee, 
private fund manager have speculative motive and are not concerned with the 
well being of clients. It is investment centric rather than social insurance 
centric as well as costly in terms of_revenue deficit and it's a kind of green 
signal for FDI. 
Insurance and Pension: Legislative Enactments to Promote Schemes for 
Employees 
This caption explains that for introducing any system the legislative 
backing is necessary because legislations provide a set pattern for regulating 
any system. On that idea the government of India introduced insurance and 
pension system with legislative backing. These legislations are separate in their 
respected field as well as joint in respect of labour legislations. The matter 
relating to the obligations of employees and employer, benefits, contributory 
efforts as well as administration in respect of insurance defined under 
Insurance Act, 1938. The Insurance Regulatory and Development Authority 
Act 1999 defined the composition, establishment, powers and functions of sole 
regulator of insurance that is Insurance Regulatory and Development 
Authority. The most recently passed Insurance Laws (Amendment) Bill 2008 
defined some guiding principles in the field of privatization of insurance. The 
matter in reference of pension as employer and employees liabilities, benefits, 
contributory efforts as well as administration defined under Pension Act 1971, 
Central Civil Services (Extra-Ordinary) Pension Rules 1939, as well as under 
the Central Civil (Services) Rules, 1972. The Pension Fund Regulatory and 
Development Authority Bill 2005 defined the composition, structure, powers, 
duties as well as functions of independent pension regulator. But these matters 
joindy in reference of insurance and pension are defined under Workman 
Compensation Act, 1923, Employee State Insurance Act, 1949, Employee 
Provident Fund and Miscellaneous Provisions Act, 1952, Maternity Benefit 
Act-1961 as well as Payment of Gratuity Act, 1972. 
The government of India does not make laws only on the national level 
but also make some agreements at international level such as GATS, General 
Agreement on Trade and Services for playing a leading role in the insurance 
sector. 
Insurance and Pension'. Schemes for Employees in the New Economic 
Regim; Statutory and Governmental Initiatives 
This caption defines that after the legislative enactments, the insurance 
and pension schemes were emerged but with the passage of time the need and 
significance of these schemes became much in the new economic regime for 
the welfare of employees. The insurance and pension schemes are for both 
formal and informal sectors. These schemes in the formal sector are divided 
under two classes. One is schemes under statutory fi-amework, which again 
divided into two classes. One is Provident Fund and Retirement Benefit 
Schemes, such as Employee Provident Fund Schemes, Employee Pension 
Schemes, Employee Deposited Link Insurance Scheme and Deceased Family 
Immediate Pension Scheme, second is Group Pension and Insurance Schemes, 
such as Group Life Cover Scheme, Group Life Insurance Scheme, Group 
Gravity Scheme, Group Mediclaim Scheme, Group Personal Accident Scheme 
and Group Superannuation Scheme etc. The second is schemes in the 
governmental regulations- such as Liberalized Scheme for Payment of Ex-
gratia Lump Sum Compensation Scheme, Liberalized Schemes for Pensioner 
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Award, Central Govt. Employee Group Insurance Scheme, Central Govt. 
Health Scheme and New Pension Scheme etc. The schemes applicable for the 
informal sector are. Senior Citizen Saving Scheme, National Old Age Pension 
Scheme, Public Provident Fund Scheme, Rashtriya Swarthya Bima Yojna, 
Aam Admi Bima Yojna, Jan Shri Bima Yojna, Janani Surakha Yojna, National 
Scheme for the Welfare of Fisherman and Training and Extension and 
Handloom Weavers Comprehensive Welfare Scheme. 
Insurance and Pension: Schemes for Employees in the New Economic 
Regime; Public and Private Sector Initiatives 
This caption defines that the insurance and pension schemes are not only 
implemented by the statutes or by governmental regulations but at greater level 
implemented by public and private sector corporations. But this caption 
contains schemes of few selected public and private companies, such as the 
Life Insurance Corporation of India which implements a lot of schemes, for 
employees as Endowment Assurance Schemes, Money Back Schemes, Whole 
Life Schemes, Unit Schemes, Group Schemes and Pension Schemes. State 
Bank of India implemented some schemes, for employees such as are Unit 
Link Schemes, Pure Protection Schemes, Protection-cum-Saving Schemes, 
Money Back Schemes, Group Retirement Schemes, Group Saving Schemes 
and Group Pension Schemes. The insurance and pension schemes implemented 
by private sector like TATA-AIG are. Group Term Schemes, Group Credit Life 
Schemes, Unit-non Unit Linked Schemes, Group Pension and Retirement 
Schemes, by Birla Sun Life are, Term Schemes, Saving Schemes and 
Retirement Schemes, by Bajaj-Allianz are. Regular Premium Schemes, Single 
Premium Schemes, Money Back Schemes, Term Schemes, and Retirement 
Schemes etc. 
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Insurance and Pension: Indian Judicial Reactions 
This caption defines the judicial attitudes regarding insurance and 
pension schemes under different stages of time. If the lamp to justice goes out 
in darkness, how great is that darkness. This statement can be applied as a 
yardstick to measure the efficacy and efficiency of insurance and pension laws 
as well as their implemented schemes. History is full with such instances that 
when the legislations relating to insurance and pension as well as their 
implemented schemes faces credibility crisis, the judicial system comes to 
rescue the people. In the present era our courts are playing a big role regarding 
the settlement of insurance and pension cases. Day by day new complicated 
issues in reference of insurance and pension schemes are faced by the judges. 
Such issues which came before the courts to remove the difficulties of 
the people are as foUows-
1. Dispute regarding the legal heir for the insurance and pension payment; 
2. Fraud on the part of insurance and pension providers; 
3. Misstatement about their health conditions on the part of insurance and 
pension takers; 
4. Complicated conditions of insurance and pensions schemes 
5. Repudiation of insurance and pension schemes without given due notice; 
6. Nature of tripartite contract between employees, employer and 
insurance/pension providers 
7. Commutation, calculation computation of insurance and pension 
amount; 
8. Qualifying service period for insurance and pension claims 
12 
Such issues were decided by the court in paradoxical manners as per the 
laws, regulations as well as their prevailing circumstances. 
Now days the judiciary is performing a laudable job and enlarging its 
application even to certain "gray areas" by delivering a liberal interpretation of 
the legal provisions by displaying a jurisprudential vision which infact the 
necessity of judicial intervention as the employees complained about violation 
of there rights at the hands of the insurance and pension providers. In cases 
where the bureaucracy refused to carry out the legislative will, it is certainly for 
the courts to step in and ensure compliance with the legislative mandate and 
protect the employees. 
Part-B: English Position 
Insurance and Pension: Background, Structure, Reformations and 
legislations; A Comparative Analysis of U.K. and U.S. 
This caption defines that the concept of insurance and pension is not a 
new one in U. K. and U. S. In U. K., the field of insurance traced back from 
1616 when few companies were started to compensate the people against the 
loss or damage caused by the great fire. After that many companies were 
established fi^om time to time. These companies were regulated by the 
government, but when the responsibilities of government were increased, the 
government reformed the insurance sector in terms of privatization and these 
companies were regulated by the Department of Trade and Industry, as well as 
Department of Treasury with the technical assistance of government Actuary 
Department. But again the government changed the track to make stronger the 
privatized insurance industry by passing the Financial Services Authority Act 
1986 and decided to establish a single regulator to regulate the insurance 
industry, but this dream of the government was completed in 1997 when 
treasury involved in the insurance regulation as a part to create a single 
regulator. Till 2001 the treasury was in the work of insurance regulation when 
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the Financial Services Authority gained their full power under the Financial 
Services Authority and Market Act 2001. Now the Financial Services 
Authority is single insurance regulator but whose responsibility is on the 
government. 
In the field of pension, the U. K. government was very curious fi-om the 
beginning; so many legislations were passed from time to time such as Old Age 
Pension Act 1908, National Insurance Act 1946 etc. But within the purview of 
these Acts the pension sector was regulated by the government and 
baleguarded by the shortcomings due to the high responsibilities of the 
government. Than the government decided to reform the pension sector in the 
name of privatization and passed the Social Security Act 1986 which 
introduced personal money purchase schemes but did not give any idea about 
the regulatory structure on the pattern of privatization. Again the government 
from time to time tried to establish the regulatory structure of the pension 
sector on the privatized pattern, but finally the efforts completed in 2004 by 
passing the Pension Act. 
This caption again defines that the development of insurance industry of 
U. S. which traced back from 1752 when the first insurance company was 
establish by Benjamin Franklin. From 1752 to 1944 the insurance industry was 
regulated by the states with the consultation of insurance companies but track 
was changed in 1945 when McCarran Ferguson Act was passed and regulatory 
control of insurance industry went back in the hands of federal government. On 
that decision of federal government there were a lot of hue and cry but the 
government did not take any move till 1999. In the year of 1999 the 
government passed the Gramm-Bliley-Leach Act and partially privatized the 
insurance industry. 
The trends of developments of pension sector in U. S. started from 19'*' 
century when the pension system was firstly adopted by the railway industry. 
After that fi-om time to time the pension sector was governed under the 
14 
Revenue Laws. The first legislation dealing with the pension was passed in 
1958 which was Welfare and Pension Plan Disclosure Act which required the 
disclosure of the pension assets of the people but it could not fulfill the aims of 
the government. Than the government passed the Employee Retirement and 
Income Security Act 1974 by which the government privatized the pension 
sector, this was amended from time, to time now it is a complete code on 
pension matters. 
This study finds that the current arrangements do not provide sufficient 
incentives for professionalism and system wide perspectives essential to meet 
the challenges posed before insurance and pension system. Urgently, re 
orientation of laws, regulation, schemes and organizational structure, 
development of human resources, cushion of government responsibility, 
creation of large number of productive and sustainable job, implementation of 
defined contributed benefit schemes, impartment of financial education as well 
as indigenous research capabilities among policy maker, establishment of 
special forum to discuss the insurance and pension matter could greatly assist 
in meeting India's insurance and pension challenges. 
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PREFACE 
The importance of social and economic rights indispensable for the 
dignity and free developments of personality of every member of the society 
has been universally recognized. The employees being the member of the 
society play a vital role in building the economic structure of a country. So the 
importance of insurance and pension system in shaping the economy of a 
country can not be ignored because insurance and pension provide financial 
security for the future of employees. The India, U.K., as well as U.S. is 
witnessed for some important development in the filled of insurance and 
pension. But as the researcher known, the social engineering is a continuing 
process which goes on which with the pace of time. So the importance of study 
is going on. 
This study deals with the insurance and pension system of India with 
especial reference to the U.K. and U.S. under the title ''Employee Insurance 
and Pension Schemes in the New Economic Regime". 
This study has been dividing under the two parts. 
The part one defines the Indian position under seven chapters. First 
chapter defines conception and notion of insurance, and pension system in 
India. Second chapter defines reformation in the field of Indian insurance and 
pension system. Third chapter defines the Indian insurance and pension system 
in this liberalized, privatized and globalize era. Fourth chapter defines the 
legislative enactments regarding and insurance and pension in India, Fifth 
chapter defines the insurance and pension schemes introduce by legislative 
enactment as well as by the governmental regulations, both in the formal and 
informal sector. Sixth chapter defines the insurance and pension schemes 
introduce by public company, like Life Insurance Corporation of India and 
State Bank of India as well private company- TATA-AIG, Birla sun like and 
Bajaj Allianz. Seventh Chapter defines the judicial attitudes regarding 
insurance and pension schemes in India. 
The part second defines the English position under one chapter. Chapter 
eight defines the background, structure, reformation and legislation of 
insurance and pension system of U.K. and U.S. in a comparative analysis. 
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INTRODUCTION 
1. Statement of Problems 
The prosperous economy is the panacea of all kind of fantasy like "India 
shining", "Aam Aadmi's India", "Happy U.K." or "Star U.S.". But economy 
apart from everything else is highly fluid transmissions of changes have the 
most complex trickle-down effects. A paradigmatic example of law seemingly 
minor policy changes can jump start the economy be examining by the effects 
of the reforms in the insurance and pension system of India, U.K. as well as 
U.S. 
In the countries like India, U.K. and U.S. insurance and pension 
envisages that the employees shall be protected by collective action against 
social risks causing undue hardship and privation to individual employee 
whose private resources can seldom be adequate to meet them. It covers 
through an appropriate organization, certain risks to which employees are 
exposed.' 
In India, U.K. and U.S., from the beginning till now, some bold steps 
have been taken by the government in reference to the protection for employees 
in the form of insurance and pension. Firstly the government of these countries 
had taken some policy perspectives to give the legislative backing which is 
necessary for the proper working of insurance and pension in the open market 
economy. In the beginning the governments of these nations were very 
conscious abut the insurance and pension system. In India and U.K. all the 
powers were possessed by the governmental institutions as well as public 
sector corporations. But over a period of time both sector spread out not 
properly and also suffered from some malpractices. Despite several 
achievements these sectors were beleaguered by certain shortcomings which 
lead the government to liberalized the insurance and pension sector in the era 
of globalization through the process of privatization. But in U.S. the insurance 
and pension sector was regulated by the state authority in the co-ordination of 
insurance companies with the federal control. In, U.S. the idea of privatization 
was proposed in the Bush second administration which was in pending till the 
coming present Obama government. 
The liberalization, privatization and globalization are methods of 
denationalization of clusters of economic transactions involving national and 
international, public and private sectors leading to a global inter connectedness 
of these sectors in time and space. 
The aim of India and U.K., behind this liberalization-privatization and 
globalization of insurance and pension was the introduction of competition 
both among the domestic financial intermediaries and increasingly with foreign 
entities as well as to formulate an international standard in terms of its financial 
viability, competence, technology, prudential requirements, regulations and 
credibility etc. The aims of U.S. were also same but till that time the issue of 
privatization was under discussion. 
After that it became the responsibility of government to initiate 
comprehensive policy change in insurance and pension sector. 
So first time this journey of reforms was started by U.K., firstly on the 
one hand, it privatized its insurance system in 1986 by passing the "Financial 
Services Authority Act" 1986, and on the other hand privatized to the pension 
sector by passing the "Social Security Act" 1986. Again new steps were taken 
by the U.K., in reference of the insurance sector by passing the "Financial 
Services Authority and Market Act" 2001; through which U.K. establish an 
independent regulating authority, "Financial Services Authority" for the 
regulation of insurance sector, and in case of pension sector by passing the 
"Pension Act" 2004, by which an mdependent regulator was appointed to 
regulate the pension sector. 
After that the government of India reformed its insurance and pension 
sector through the policy changes. Firstly government ahead its foot in 
insurance sector and constituted "R.N. Malhotra Committee", on the 
recommendation of R.N. Malhotra Committee, "Insurance Regulatory and 
Development Authority Act" was passed in 1999, which gave a move to the 
insurance sector and lead it towards the progress. After that the government 
moved towards the pension sector and "Old Age Social and Income Security 
Committee" was constituted. On the recommendation of "Old Age Social and 
Income Security Committee" the government introduced New Pension System 
and moved the Pension Fund Regulatory and Development Authority Bill, 
2005 in Parliament which is still in pending. Now the government is too 
leading on the path of reforms in the field of insurance and pension sector, the 
example is the recently passed Insurance Law (Amendment) Bill 2008, as well 
as the government also preparing policy changes to bring in to affect the 
Pension Fund Regulatory and Development Authority Bill in the form of Act. 
But in U.S. the idea of reforms in insurance and pension sector was 
proposed in the Bush second administration on the name of privatization was 
still a distant dream. Both sectors were regulated by the states with the federal 
control under the "McCarran Act" 1945, "Gramma Leach Bliley Act" 1999 and 
"Employee Retirement and Income Security Act" 1974. Before the 
implementation of reforms, the Bush government was changed. Now this idea 
of reform in terms of privatization is rejected by present Obama government. 
He proposes some new steps to improve the working of insurance and pension 
sector. In reference of insurance sector his government proposes some new 
legislation such as "Insurance Industry Competition Act" 2009, "Insurance 
Information Act' 2009, "National Insurance Consumer Protection Act" 2009 
and "Consumer Financial Protection Agency Act" 2009. In reference of 
pension sector his government is still working on. 
By taking these steps the government of India, U.K. and U.S. has made 
a serious impact on the various nuances of insurance and pension and its 
regulated principles. By doing this, these countries create new markets, new 
products, new mindsets, new competencies, new innovations, redefine the 
consumerism, and increase the competition in a given market, but leaves the 
employees quite often in a more vulnerable state of affairs, as corporations 
acting as pressure group often seek a lower national labour standard. 
The insurance and pension reforms are very complex fields involving 
inter-linking consideration spanning the fields of finance, labour maricet, 
macroeconomics, I.T. intensive, administrative procedure and political 
economy etc. So the policy maker faced many implications regarding insurance 
and pension reform in India, U.K. and U.S. like-
1. Demographic Picture 
The aged employees are becoming proportionately a larger part of the 
population of India, U.K. and U.K. So the insurance and pension system is 
facing huge challenges due to the level and speed of the aging employees. The 
life above the age of 60 is expected rise to be rapidly and requiring a longer 
time of insurance and pension benefits for each employee. As the consumption 
of health care resources increases disproportionately with age, insurance and 
pension financing will need to factor in healthcare needs. By the time again the 
population above the age of 60 years will be in millions. 
2. Reliance Ratio 
The U.K., U.S. and India are witnessing the breakdown of traditional 
support system, where the employees after their retirement live with their 
children and derive support fi-om them. One thing which is affecting this 
traditional relationship is the transformation of employees. But in this respect 
India is in much distress where labor market comprising 450 million people has 
been undergoing significance transformation. The Indian labour market is of 
two types one is organized sector which is constant at between 30 and 40 
million persons, second is unorganized sector, which is heterogeneous, thus has 
been the main absorber of labour and private employment at distant places 
from their parents. 
3. Mass Poverty 
The problem of poverty in India is very high. A rough idea about the 
Indian employee living in a state of poverty is 20% of those who have done 
very less savings. The 66% of this 20% have annual income in excess of Rs. 
25,000 and can hence make the insurance and pension contribution Rs. 2500 
per years. The remaining 46% depend on government program when they reach 
at old age. So there is need of much consideration of this aspect. The problem 
of poverty in U.K. and U.S. is less, so there is no need of much consensus on 
this issue in these countries. 
4. Unorganized Labour Force 
One new problem with India is unorganized labour force which is not 
with U.K. and U.S. According to the census of 1991, 53% of the labour was 
self-employed, and 31% were casual labour or contract workers. Only 15% of 
the labour force had stable salaried jobs, by which they can save their income 
property for future. 
5. Revenue Deficiency 
About from mid 1980s onwards India and U.K. have been facing the 
permanent problem of revenue consolidation and revenue flexibility. The total 
revenue of government is in less percentage of GDP. This puts constraints in 
the face of outright transfer from state to the employees. The revenue problems 
are important in the context of insurance and pension, where modest amount of 
money should be transferred to the working class. But this thing has not been 
faced by U.S. because the sources of income are in large quantity in U.S. 
6. Administrative Incapacity 
The administrative or regulatory capacity of the countries are important 
aspect in the insurance and pension sector. In this respect the capacity 
especially of India and U.K. is limited, e.g. there is no universal identification 
number of citizens which limit the ability to conceive the complex insurance 
and pension system, which requires large scale administrative capacity across 
the country. 
7. Undeveloped Financial Sector 
The problem of undeveloped financial sector is at much hype in India. 
India does not take the modem notion of insurance and pension fund 
management, instead of this, there is a modem stock market index with well 
functioning market for index fund and index derivatives, India invest insurance 
and pension assets in the securities rather than stock market, the result is the 
stocks of the insurance and pension sector today is very less. 
8. Small Annuities Market 
In comparison of U.K. and U.S. India has small annuities market, 
dominated by public sector like LIC. There are a variety of subtle issues in 
design of annuities products, and their efficient pricing. These questions will be 
increasingly important in near future, because the annuities, product design and 
price are suitable only for richest section of the employees, not for the poor 
employees as well as unorganized employees. Resolving this problem, and 
eliminating this cross subsidy, will be a major area for the new work by the 
insurance companies in the year to come.^  
Objects of the Study 
The objective pursued from the insurance and pension system in U.K., 
U.S. and India depends on so many factors like micro-economy, labour market, 
finance, administrative process etc. In reference of these factors the main 
objective of insurance and pension system, for the employees, is regarded as a 
means to increase the security for future, while for insurance and pension 
regulating institutions to search better investment option and provide fijture 
security to employees and develop the national economy. 
The principal objectives and motives which come out after a detailed 
study of insurance and pension system of U.K., U.S. and especially India come 
outas-
1. Increased Coverage 
It is highly desurable to find out a way by which insurance and pension 
benefits reach to vast uncovered employees those who are belonging to the 
imorganized sector. Where insurance and pension schemes are not available for 
the employees by which they can secure their future. 
2. Nourished Fund 
Insurance and pension systems are facing funding difficulties because 
there are no nourishing funding resources. So the reform in insurance and 
pension sector must have the discipline of laying a soimd foundation using 
defined contributions, where the wealth of the employees is driven purely by 
net asset value, and avoiding assured returns, subsidies, guarantees or liabilities 
for the government. 
3. Scalable Architecture 
In the field of insurance and pension, a fine architecture is desired, 
which work not for central government but also for the state government. The 
system must provide better choice to the employees especially to the larger 
masses of employees in the uncovered sector. 
4. Costnmer-Centric Product 
In insurance and pension system, the pohcies must be designed which 
cater to the needs of a larger masses of employees, who are expected to be 
financially unsophisticated, who are presently non-customer of the insurance 
and pension sector, engage in small value transaction, and have small corpus of 
insurance and pension wealth. The cost of product must be low. 
5. Transparent System 
The insurance and pension system must ensure the highest levels of 
transparency, competition and sound policy mjiking. 
6. Fastidious Choice 
The insurance and pension system must be transparent and cater to 
individual choice by giving complete choice to the employees between multiple 
competing fund managers, between multiple alternative investment styles, and 
between multiple competing annuity vendors. 
7. Sound Regulation 
The insurance and pension system must be regulated by modem method 
of investment, which must be single minded and focused on maximizing the 
welfare of employees, in their future.^  
Hypotheses 
On basis of above discussed problems of Indian insurance and pension 
system as well as their solution, the researcher has described some hypotheses-
1. Insurance and pension system formulate future security net for the 
employees of all sectors and leads the nation towards the prosperous 
economy. 
2. The law and regulations are in place to ensure the steady and rapid 
growth of insurance and pension sector. 
3. The judiciary performs an active role in realizing the future security 
for employees in the form of insurance and pension. 
4. Liberalization, privatization and globalization have increased the 
income security for employees through the modes of insurance and 
pension by providing better investment options. 
5. Multi-product, multi-channel and multi-segment rout became 
successful through the co-operation of public and private sector 
corporations as well as joint venture entities. 
6. Effective campaigning for employee's awareness provide an 
enviroimient to the employee for the choice of better policy options. 
Research Methodology 
Law is a normative science, that is, a science which lays down norms 
and standards for human behavior in a specified situation or situations 
enforceable through the sanction of the state. What distinguishes law from 
other social sciences in its normative character? This fact along with the fact 
that stability and certainty of law are desirable goal and social values to be 
pursued, make doctrinal research to be of primary concern to a legal researcher. 
Doctrinal research, of course, involves analysis of case law, arranging, ordering 
and systematizing legal propositions and study of legal institutions, but it does 
more, it creates law and its major tool (but not the only tool) to do so is through 
legal reasoning or rational deduction. 
The present study is based on the doctrinal method of research. The 
researcher has drawn help from various books, articles, newspapers, gazettes, 
reports of commissions and committees and judicial decisions. 
Design of Study 
The design of study something like that-
Introduction 
The problems of Indian insurance and pension system are presented in 
the introduction. It also states the objectives of study, hypothesis and the 
methodology adopted to conduct this study. The whole study is divided into 
two parts which are-
Part- A: Indian Position 
Chapter First 
The first chapter is divided under two captions, insurance and pension. 
The caption of insurance; defines the meaning, definition, classes, amount, 
payment benefits as well as the historical development of insurance in India. 
Again the caption of pension; defines the meaning, definition, classes, 
calculations, claim, commutation, payment, benefits as well as the historical 
development of pension in India. 
Chapter Second 
The chapter second under two captions of insurance and pension 
defines the existing Indian insurance and pension system and their difficulties, 
need to refonn, efforts taking to reform as well as the present scenario of 
Indian insurance and pension system. 
Chapter Third 
The chapter tWrd defines governmental goals behind the liberalization, 
privatization and globalization of Indian insurance and pension system. Again 
it defines the hidden dangers, challenges, as well as the broad fiiture direction 
for proper fimctioning of liberalization, privatization and globalization in die 
field of insurance and pension. The critical analysis of both insurance and 
pension sector clear the real picture. 
Chapter Fourth 
The chapter fourth defines the Act, Rules and Bill dealing with income 
security benefits in the field of insurance, pension as well as industrial 
jurisprudence. 
Chapter Fifth 
The chapter fifth defines the emergence, need and significance of Indian 
insurance and pension schemes as well as defines the statutory and 
governmental initiatives in the form of beneficial schemes for employees both 
in the formal and informal sector. 
Chapter Sixth 
The chapter sixth defines the public sector (Life Insurance Corporation, 
State Bank of India) and private sector (TATA-AIG, Bajaj Allianz, Birla Sun 
Life) initiatives for the income security of employees in the form of beneficial 
schemes which provides future security to the employees in hardness. 
Chapter Seventh 
The chapter seventh defines the Indian judicial reactions regarding the 
different issues of Indian insurance and pension system. 
Part- B: English Position 
Chapter Eight 
The chapter eight defines the background, structure, reformation and 
legislations of the insurance and pension system of U.K. and U.S. in the 
comparative attitudes. 
Conclusion 
The conclusion and suggestion devotes to, why insurance and pension 
reforms matter, what insurance and pension reforms requires, generally and 
specially for providing actual benefit of their income to the employees based on 
defines in depth study of research problem. 
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Part-1: Indian Position 
CHAPTER-1 
INSURANCE AND PENSION: CONCEPTION AND NOTION 
1. Introductory Outline 
In this era of globalization of industrial world, the protection of life, 
liberty and security is the ultimate goal of all the legal systems of the world. In 
this process, however the employees and most prominently elderly have 
emerged as the most vulnerable group of people. In view of their week social 
and economic standing, the world legal system has takes some bold steps such 
as the Universal Declaration of Human Rights 1948 as well as the American 
Declaration of Rights 1948. These instruments incorporates the philosophy of 
right to life, liberty and security, which is a very comprehensive one and 
convey a detailed massage of economic protection for the employees in the 
name of social security.' 
Social security is the combined name of social assistance as well as 
social insurance. Social assistance provides benefits for employees of small 
means granted as of right in account sufficient to meet a minimum standard of 
need and financed from taxation. The social insurance provide benefit for 
Employees of small earning granted as of the right in amount which combined 
the contributory efforts of the insured with subsidies from the employer and 
state.^  
Social security is a dynamic concept. Being a dynamic subject of rigid 
limit, can be laid down for all time to come. It varies from time to time and 
country to country for the employees. For the employees, social security means 
safety and freedom from fear of wants as well as hanger and it apply to them as 
a group of interrelated and interdependent people of the industrial arena.^  
Insurance and pension are also the chief element of social security for 
employees. Insurance is a device for the transfer to an insurer employer, of 
certain risk of economic loss that would otherwise be bom by insured 
employees. The pension is a right for the payment of retirement benefit. It does 
not depend upon the discretion of government but it governed by the rules and 
regulation. The government servant come within the ambit of these rules are 
entitled to claim pension. 
The insurance and pension being the chief element of social security 
playing a big role in providing a safety net to the group of employees in India. 
Insurance and pension provide safety not only to the employees but to the 
nearest as well as lovely one of employees because insurance and pension does 
not provide only safety or freedom from fear of wants or hunger but provide a 
safety net to the employee as well as their dependents in big contingencies such 
as death, disablement, incapacity to work etc. 
In reference of providing insurance and pension safety net to the 
employees some bold steps has been taken by the government from the being 
till now. Firstly some policy perspective has been taken to give the legislative 
backing which is much necessary for standing to the insurance and pension 
sector in the open market economy. In the beginning, the government was very 
conscious about the insurance and pension system, so all power was possessed 
by the governmental institutions as well as public sector corporations, such as 
Life Insurance Corporation, General Insurance Corporation in respect of 
insurance and Employee Provident Fund Organizations in respect of pension 
sector. But over a period of time, both sector spread out not adequately and also 
suffered from some malpractice. Despite several achievements these sector was 
beleaguered by certain shortcomings which led the government to liberalize to 
these sector. 
The liberalization was the introduction of competition both among the 
domestic financial intermediaries and increasingly with foreign entities. The 
aim was to being Indians insurance and pension system in international 
standards in terms of its financial viability, competence, technology, prudential 
requirements, regulation and credibility etc. 
After that it became the responsibility of government to initiate 
comprehensive policy change in insurance and pension sector. 
So the government started the Journey of reforms in the insurance and 
pension sector through the policy change. Firstly the government ahead his foot 
in insurance sector and constituted R.N. Malhotra Committee, on the 
recommendation of R.N. Malhotra Committee Insurance Regulatory and 
Development Authority Bill move in the parliament then finally passed in 
1999, which give a new move to the insurance sector and lead it towards the 
progress. After that the government move towards the pension sector and Old 
Age Social and Income Security Committee was constituted. On the 
recommendation of OASIS Committee, government introduces New Pension 
System and move Pension Fund Regulatory and Development Authority Bill 
2005 in parliament which is still in pending. 
After that the government reformed its insurance and pension system 
through the process of privatization. But some formal problems are still their 
and some new are emerging. Under such situation there is need for political 
consensus concerning insurance and pension reform, which universally has not 
been easy to achieve. 
In India, there is a shift in economic paradigm towards greater 
integration with the world economy. But this shift has not been adequately 
reflected in insurance and pension system reform. So there is need of greater 
concern on the part of policy makers. 
2. Insurance: Conception and Notion 
1. Insurance: General Analysis 
Meaning and Definition 
The life in this world is full of risks. There are so many risks in all 
walks of life and at all times. The character of risk or the intensity of risk 
changes, but the risk itself does not disappear altogether. Mechanical 
production and transport have increased the risk. In modem industrial society, 
therefore, risk not only exists, but it is for ever on the increase. 
Naturally, man has found out of ways and means to safeguard him self 
against the disastrous necessities of risk. Death is a risk which is certain in the 
case of every human being. But premature death or early death is uncommon 
and we feel the need for protection against such risk. Similarly man wishes the 
protection to provide not only for himself but also for his dependants after his 
death. He wishes to provide for himself, his children's education, marriage etc. 
The employers, manufactures and businessmen also feel that they should 
provide against the possibility of being required to pay compensation in case of 
accidental injuries to their workers against the possibility of loss of good by 
fire, leakage, pilferage etc."* 
Risk is uncertain and integral part of human life and work. The all 
pervading risk cannot be eliminated, but it can be managed and minimized. 
The underlying object of insurance is to counter and manage risk 
because insurance and risk is as much an art as a science. The insurance take 
care of contingencies that affect the life and embarrass a wide range of risks, so 
a scheme for dealing with some these risks has been advised, these risks are of 
various kinds and the requirement regarding insurance very accordingly.^  
The insurance is a business in which insurance companies engage. 
Insurance is a devise for the transfer to an insurer of certain risks of economic 
loss that would otherwise be bom by the insured.^  
The insurance is a method of coping with the risk and substitute 
certainty for uncertainty as regard the economic cost of loss producing events. 
Insurance define more formally as a system under which the insurer, for a 
consideration usually agreed upon the promise to reimburse the insured or to 
render service to the insured in the event that certain accidental occurrence 
result in losses during the given period.^  
Insurance is a kind of contract for reducing losses from accident 
incurred by the employee through the distribution of the risk of such losses 
among the numbers of employers, under this contract in return for specific 
consideration. The employer (insurer) undertake to pay the employee (insured) 
or his beneficiaries insured suffered loss through the occurrence of a 
contingent events covered by the insurance contract vis-a-vis insurance policy 
between employer and employee. Here employer will be able to absorb the loss 
incurred over any given period more easily than would be uninsured 
individual.* 
Insurance is an agreement in which employer agrees to indemnify the 
employee against the loss which they might be suffered, in any way other than 
his own willful or negligent act. In present days insurance has became a highly 
specialized form of business and is regulated by the state which fix the forms 
of the contract may take and supervise those engaged in dealing such contract, 
generally large corporations. These contracts called the policy and these are 
usually in standard form. The consideration is regularly paid periodically by 
the insured and is called premium. It is essentially that, since the loss insured 
against is either unlikely to happen. It is also important that the insured shall 
have an insurable interest in the thing; person or relationship insured i.e. that 
he will or might suffer an economic loss vis-a-vis pecuniary injury. The 
insurable insurance in some cases as life insurance, exits when the contract is 
entered into.' 
Insurance is an execution of abbreviation between employer and 
employee, like other contract, is concluded by offer and acceptance. If there is 
only stipulation that the liability will be attached itself under contract only if 
premium is paid that will be condition precedent to the policy taking effect.'° 
Insurance is an act of drawing together whereby one party that is 
employer under takes to indemnify or guarantee to another that is employee 
against loss by the contingent events. It is also a business contact vis-a-vis 
industrial contract in which premium paid for ensuring something for which a 
thing insured." 
Insurance is an undertaking by a company, industry, society or the State 
to provide safeguard, against loss, provision against sickness, death etc, in 
return for regular payment.'^  
Insurance is a social devise providing financial compensation for the 
effect of misfortune, the payment being made from the accumulated 
contribution of all parties, employer, employee and the government 
participating in the scheme. 
Insurance is a scheme for the transfer of risks of individual entities to an 
insurer that is employer, who agrees, for a consideration on (called the 
premium), to assume to a specified extent of losses suffered by the insured that 
is employee. 
Insurance is a play by which large number of people associated them 
selves and transfer to the all risk that attach to individual. 
Insurance is a trick for making accumulation to meet uncertain losses of 
capital which is carried out through the transfer of risk of many individual, to 
one person or to a group of person. 
Insurance is a contrivance or an expedient by which the one party that is 
employer in consideration of price paid to him adequate to the risk because 
security to the other that is employee, that he shall not suffer loss, damage, or 
pre-juiced by the happening of peril specified to certain thing which may be 
exposed to them. 
Insurance is an invention for reducing risk by combining a sufficient 
number of exposure units to make their individual losses collectively 
predictable. The predictable losses then shared proportionately by all those in 
the combination. 
Insurance is a logical arrangement, spreading over large number of 
employee a possible financial loss to serious to be conveniently bom by an 
individual employer. 
Insurfmce is a genius system whereby uncertain risk of individual 
employer is combined in a group and thus made more certain, small periodic 
contributions by the individual employee providing a fund out of which those 
who suffer losses may be reimbursed.'^  
Insurance is as instrument of co-operation among the employers and 
employees to spread the losses caused by a particular who agree to ensure 
themselves against that risk. Risk is uncertainty of financial loss. It should not 
be confused, with the chance of loss which is the probable number of losses 
out of the given number of exposure. It should not be confused with the peril 
which is defined as the cause of loss or with hazard which is a condition that 
may increase the chance of loss. Finally risk must not be confused with loss 
itself which is unintentional decline or disappearance of value arising from a 
contingency. Wherever there is uncertainty with respect to a probable loss, 
there is risk.''' 
In the light of above discussion, we may conclude that, insurance work 
together for common purpose to spread the loss caused by a particular risk over 
exposed to it and who agreed to insure themselves against that risk. The loss is 
shared willingly by contributing a small amount towards a common fund. It 
should, however, be remembered that the plan of insurance only reduces the 
risk and does not completely eliminate to get an infinite number of exposure 
units, there will always be some deviation of actual result from the expected 
ones. Also the statistical predictions are not always perfect. Hence there is a 
constant change in the pattern of losses from time to time. 
Classes of Insurance 
There are two type of insurance one is life insurance and second one is 
general insurance. 
1. Life Insurance 
The life insurance is the most important and popular type of insurance 
whereby the insurance company agrees to pay a specified sum of money to the 
insured on the expiry of a certain period of time or on the death of the insured 
person, whichever is earlier. In case of death of bread winner this kind of 
insurance, relieves the widow, children and other dependants from the 
hardships and utter poverty.'^  
2. General Insurance 
The general insurance also categories under the few categories which are 
as fallows 
1. Accident Insurance 
It is a contract where insurer undertakes to indemnify the insured 
against any physical/mental injury or damage to property dije to accident. 
2. Unemployed Insurance 
It means income to the insured during the days of his unemployment. 
This assurance has been given by the insurer, due to the specified reason of 
unemployment cause to the insured. The unemployment benefit means income 
during unemployment should be given to the person concern. 
3. Workmen Compensation Insurance 
An employer is liable to pay compensation to the workmen in cases 
where they are injured while on duty under the Workmen's Compensation Act. 
1923, in order to recover this risk, the employers take workmen compensation 
insurance. Whereby, the insurance company undertakes to compensate the 
employees for the payment which the employer is required to pay to his 
employee for any physical injury or loss of life or limb or damage of any 
description which the employees may sustain in course of their duties in the 
workplace. Under this type of insurance, if an employee already insured 
himself under the insurance scheme of any other Law for the employment 
injury and after sustaining employment injury he claim for compensation under 
such law as well as under Workmen Compensation Act. He will receive 
compensation under both Law. 
4. Employee's State Insurance 
Under this class of insurance provision is made for insurance against 
sickness of workers of perennial factories whose remunerations do not exceed 
Rs. 500 per month. The cost of this insurance is shared by the workers, 
employers and the state according to the Employee's State Insurance, Act, 
1948. Under this type of insurance, if an employee claim for compensation, he 
will be restrict for claiming compensation under any other laws. 
5. Social Insurance 
The social insurance include broad schemes of insuring the great majority of 
the population by the state, against old age, unemployment, and disability , 
survivorship, workmen compensation, etc. This scheme is also known as 
National Insurance Scheme and is administered by the government, where 
compulsory policies are not issued, losses on the fund made good by the state 
and premium standardize within some categories.'^  
Amount of Insurance 
The amount of insurance depend upon the value of loss occurred due to 
the particular insured risk, provided insurance is there up to that amount. In life 
insurance, the purpose is not only to make good the financial loss suffered, but 
the insurer promises to pay a fixed sum on the happening of an event. If the 
event or the contingency takes place, the payment does fall due if the policy is 
valid and enforceable at the time of the event. The dependents will not be 
required to prove the occurring of loss and the amount of loss. It is immaterial 
in life insurance what the amount of loss was at the time of contingence. But in 
the general insurances, the amount of loss, as well as the happening of loss, is 
required to be proved. 
Payment of Insurance 
Under the insurance contract the payment is made at a certain 
contingency insured. If the contingency occurs, payment is made. Since the life 
insurance contract is a contract of certainty, because the contingency, like 
death or the expiry of the term, will certainly occur, so the payment is certain. 
In other insurance contract the contingency may or may not occur. So, if the 
contingency occurs, payment is made, otherwise no amount is given to the 
policy-holder. Similarly, in certain types of life policies payment is not certain 
due to uncertainty of a particular contingency within a particular period. For 
example, in term of insurance the payment is made only when death of the 
assured occurs within the specified term, may be one or two years. Similarly, 
in pure endowment insurance payment is made only at the survival of the 
insured at the expiry of the period. 
Insurable Benefits 
Insurance provide numerous benefits to an individual, businessman and 
to the entire society. The importance of insurance in the modem economy can 
not be over emphasized. It is hard to visualize the far reaching effect of the 
annual distribution of crores of rupees in benefits to the holders of insurance 
policies. Indeed the importance of insurance as an institution and its 
contributions to the social and economic development of the economy of the 
country are well-high incalculable. Some of their advantage to the individual, 
businessman and to entire society is as follows. 
1. Insurance spreads the financial losses of insured members over the entire 
community equitably by compensating the persons from the funds built 
up from the contribution of all members. 
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2. Insurance builds up confidence and removes fears from the minds of 
individuals and businessman, against sudden losses. 
3. Insurance policy is a suitable way of providing for the future, for most of 
the people who find it difficult to save and accumulate funds for the 
evening of their lives. 
4. Insurance companies accumulate large fund which they held as custodians 
and out of which claims and losses are met. A large portion of such 
resources are invested in various securities and social welfare purposes. 
5. Insurance play an important role in the expansion and promotion of 
foreign trade. 
6. Insurance helps businessman in facing the competition and in expanding 
the size of the business units. 
7. Insurance scheme help in spreading education. 
8. Insurance also increase the credit of a men and money can be easily 
borrowed on the security of goods and property insured against fire or sea 
perils or on the basis of a life policy. 
9. Insurance takes care of some of the social problems which beset a modem 
civilized society. 
10. Insurance cost is much less as compared to the cost of risk without 
insurance. It reduces the prices. 
11. Insurance is an item of invisible exports and contribute significantly to the 
balance of trade. 
12. Insurance has considerable effect on the reduction of losses due to the loss 
prevention measures of the insurers. 
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13. Insurance accelerates the process of economic growth in various ways. By 
providing for event which may be anticipated the institution acts as 
stability and economic growth.'* 
2. Insurance: Historical Development of Insurance in India 
Over the ten years, Indian economy owing to the initiation of major 
economic reforms affecting almost all sectors. The paradigm shift from a 
mixed economic organization to a market oriented organization has exposed all 
sectors to an intense competition. . Indian insurance business is the most 
significant one among them." 
There has always been some form of insurance in India, though an 
informal nature. The formal insurance business as we know it today in both the 
life as well as non-life sector was introduced in India by the British government 
in the begging of 19 century. Over a period of time the business spread, 
through non adequate resources, since it also suffered from some malpractice.'^ ^ 
Historically the insurance industry covers two dimensions viz. life 
insurance and general insurance. While Life Insurance Corporation (LIC) of 
India is a financial intermediary which mobilized people's savings and invests 
large amounts of premiums, the General Insurance Corporation (GIC) does not 
collect savings, yet they raise crore of rupees from premiums. General 
insurance deals with exposures of risks to goods and property, whereas life 
insurance is a way to meet the contingencies of physical death and economic 
death. In case of premature death of the assured, the benefit of the policy given 
to the beneficiaries and annuities protect the assured against economic death, 
when he lives too long to arrange for his necessities. 
A lot of effort had been made for the proper working of insurance 
sectors and its development. Despite several achievements to its credit after 
nationalization, in course of time, the industry was beleaguered by certain 
shortcomings which lead the government to liberalize it again. '^ 
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The history of life insurance in India dates back to 1818 when it was 
conceived as a means to provide for English widows. Interestingly in those 
days a higher premium was charged for Indian lives than the non Indian lives 
as Indian lives were considered more risky for coverage. 
The Bombay Mutual Life Insurance Society started its business in 1870. 
It was the first company to charge same premium for both Indian and non 
Indian. The Oriental Assurance Company started in 1880 for the progress of 
life insurance 
The General Insurance Business on the other hand, can trace its roots to 
the Triton (Tital) Insurance Company Ltd. The first General Insurance 
Company established in the year of 1850 in Calcutta by the British. Till the end 
of \9^^ Century the insurance business was almost entirely in the hands of over 
seas companies. 
Insurance regulation formally began in India with the passage of Life 
Insurance Companies Act of 1912 and the Provident Fund Act of 1912. But 
several fi-auds during 20's and 30's century sullied insurance business in India. 
After that the first comprehensive legislation was introduced, the Insurance Act 
of 1938 which provide strict state control over insurance business in reality. 
The business grew at a faster pace after independence. Indian companies 
strengthened their hold on this business but despite the growth that was 
witnessed, insurance remained an urban phenomenon.^ ^ 
However the period from 1939 to 1955 was marked by-
1. World War II resuhing in hasty premium adjustments by Indian 
companies. 
2. Series of amendments in Insurance Act 1938. 
3. Appointment of a committee under the chairmanship of Sir Cowasji 
Jehanger to require into and to recommend measures to check certain 
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trends and undesirable features in the management of insurance 
companies. 
4. The findings of the sub-committee on insurance under the National 
Planning Commission headed by Pt. Jawaharlal Nehru. 
5. Partition of India. 
6. De-valuation of rupee on September 18, 1949. 
7. The Insurance Amendment Act-1948. 
8. Interest yield sagging to the lowest lend of three percent and remaining at 
that level over 1947-1949. 
9. The rate (premium/interest) and cut throat competition between insurance 
companies. 
10. The recommendation of ruling political party, the Indian National 
Congress, to the government that the life sector insurance be nationalized, 
and 
11. The founding of the Jiwanlal Chimanlal Setawar Memorial as the 
federation of insurance institutes. 
The study of insurance companies of that time clearly reveal that 
concept of trusteeship which should be cornerstone of life business seemed 
entirely leaking and most of the managements had not appreciation to the clear 
and vital distinction that exists between trust monies those belong to joint stack 
companies owned by share-holders. So the nationalization of life insurance 
business became necessary with view to:-
1. Provide cent percent security to policy holder, 
2. Ensure the use of life insurance funds for nation building activities, 
3. Avoid wasteful efforts in competition, 
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4. Save the dividends paid to shareholder of insurance companies, 
5. Avoid certain undesirable practices adopted by some of the insurance 
companies management and, 
6. Spread the gospel of life insurance into the neglected rural areas. 
The government of Indian in 1956, brought together, over 240 private 
life insurer and provident fund societies under one nationalized monopoly 
corporation and LIC was bom. Nationalization was justified on the ground that 
it would create much needed funds for rapid industrialization. This was in 
conformity with governments chosen path of state lead planning and 
development. 
The non-life insurance business continued to thrive with the private 
sector till 1972. Their operations were restricted to organized trade and industry 
in large cities. The general insurance industry was nationalized in 1972, with 
this; nearly 107 insurers were amalgamated and grouped into four companies-
i.e. National Insurance Companies, New India Assurance Company, Oriental 
Insurance Company and the United India Insurance Company. These were 
subsidiaries of the General Insurance Company. 
Indian federal government considers insurance as one of major sources of 
fund for infrastructure development. The government has identified the 
following as major trust areas. 
1. Timely and reliable statistical data and information about policies and 
market to instill credibility, 
2. A code of good practices based on international best practices to raise the 
standard of Indian insurance sector, 
3. Strengthening of supervision and regulation, 
4. Market participation in decision making, 
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5. High solvency standard and development and developing alternative 
channel. 
In reference of above discussed the government of India appoint R.N. 
Malhotra Committee in 1993. On the recommendation of Malhotra Committee 
the government move IRDA-Bill 1999 in the parliament which was cleared by 
the cabinet but was still waiting for president assent. Till the end of 1999-2000 
fiscal years, two state-run insurance companies, namely. Life Insurance 
Corporation and General Insurance Corporation were the monopoly of 
insurance providers in Indian. Under GIC there were four subsidiaries -
National Insurance Company Ltd., Oriental Insurance Company Ltd., New 
India Assurance Company Ltd., United India Assurance Company Ltd. GIC 
was covered into India's national reinsure from Dec 2000 and all the 
subsidiaries working under the GIC Umbrella were restructured as independent 
insurance companies. In the fiscal year 200-01, the Indian government lifted all 
entry restrictions for private sector investors by finally clearing the IRDA Bill 
1999. Foreign investment insurance market was also allowed with 26%. 
By passing IRDA Act, the necessity was consider to amend Insurance 
Act-1938, so a bill has been move in the parliament which Indian has been 
cleared on 30 July 2002 by which the four subsidiaries of GIC were de-linked 
and the parliament allowed to brokers, co-operatives and intermediaries to 
participate in the insurance sector. Currently insurance companies both public 
and private have 20 percent of its reinsurance with GIC. GIC is planning to 
increase re-insurance premium by 20 percent which works out at Rs. 3000 cr. 
GIC is actively considering entry into overseas markets including West Asia, 
South-East Asia and SARC region.^ '' 
After a lot of amendment in the laws some problems were still facing. 
So in the 2003 the IRDA request from the Law Commission of India to analyze 
and review the Insurance Act 1938 and IRDA Act 1999. On the 
recommendation of IRDA, Law Commission submits its 190^*" report in 2004 
and suggested for the amendment of Insurance Act 1938 and Insurance 
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Regulatory and Developmental Authority Act 1999. In the year of 2005 the 
government constituted K.P. Narasimha Committee to examine the report of 
Law Commission. K.P. Narasimha Committee also recommended for such 
amendment in the year of 2007. The government accept the recommendation, 
and in 2008 Insurance Laws (Amendment) Bill move in the parliament.^ ^ 
Much recently in the winter session of parliament, in December 2008. 
the Indian Parliament clear the Insurance Laws ( Amendment) Bill-2008, as 
well as, Life Insurance Corporation (Amendment) Bill-2008. The Insurance 
Laws (Amendment) Bill is a comprehensive legislation proposing amendment 
in the insurance laws - the Insurance Regulatory and Development Authority 
Act, the General Insurance Business Nationalization Act and Insurance Act. 
1938. By passing this bill, the government increases the foreign equity from 
26% to 49% and maintains the foreign direct investment cap at 26%. The Life 
Insurance Corporation (Amendment), Bill-2008 proposes primarily to raise the 
minimum capital from Rs. 5 crore to Rs. 100 crore, with a provision of further 
enhancement. The real intention behind this proposal needs to be examined 
contextually. The general apprehension is that the motive might be the 
implementation later of the R.N. Malhotra Committee Report, Constituted in 
1993, and recommended reduction of government stake in the insurance 
companies to 50 percent through the disinvestment.^ ^ 
3. Pension: Conception and Notion 
I. Pension: General Analysis 
Meaning and Definition 
Survival of the fittest is the philosophy of the jungle and it is a dead 
slogan in the context of the present civilized existence. Human society is 
essentially composed of weak and strong, old and young, and all have defined 
functions to perform for the advancement of society. However this role may be 
imperceptible. If the philosophy of no work no food is enforced, the old and 
the young children who are incapable of work, the ailing and the incapacitated 
who are unable to work should be exterminated from the society. But this must 
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be a rash suggestion. Man must eat throughout his life and he must need 
clothing and shelter irrespective of his age and efficiency and ability to engage 
in work. Society does not provided sufficient income particularly in India to 
allow a margin for saving in earning days to be drawn upon as a contingency 
fund in old age. This is a substantial argument in favor of protecting the aged 
against the controllable insecurity to which he is exposed, that is poverty and 
wants. All these considerations warrant that the aged members of the society 
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must be provided with some measures of the income security that is pension. 
The pension is most important part of social security system. It must be 
the goal of our laws and legal mechanism that almost cares should be given to 
the destitute aged people, those who are the heart of poverty. In India there are 
a lot of house in which most of the inmates are too old to work and having no 
means of subsistence. Our present laws are providing much security to these 
old aged people in the form of social security benefits. It not at all unusual, that 
a man live through the whole of his effective working life from 16 to 65 
without ever drawing unemployment pay and sickness benefit. But it is the rule 
and not the exception to draw a retirement pension. The pension is based upon 
the retirement. The term retirement is no where define, but a practical 
definition emerge from the consideration of certain qualification, which applied 
to the term pension by different laws and legal personalities. The pension given 
to those persons, who retires from any regular employment including any trade, 
business, profession, office or vocation. Pension is an allowance given to a 
person who retires from a gainful employment. When a person who has been in 
employment leaves, the employment at or after pension-able age, whether 
voluntarily or by dismissal and elects not to seek further employment, he or she 
has retired from that very employment, he/she can claim for pension, because 
the pension is a reward for man and women for his continuous service at 
reaching of retiring age.^ * 
The pension is a recompense, which is a part of contract between 
employer and employee, in which the former must pay to the letter on 
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superannuation or retirement. In other circumstances, this payment can be paid 
on premature retirement or on death during the active service of employee. 
Pension is the reward of employee and not the discretion or benevolence 
of the employer. It can be the term of the contract with public and private 
sector corporations besides the governmental and semi-governmental 
establishment. '^ 
The pension is a bounty, a gracious payment, not depended upon the 
sweet will or grace of the employer, but claimable as a right through the 
conn'' 
The pension is the retribution to be distributed by the government to its 
employees on their retirement. It is a valuable right and property in their hands 
and culpable delay in settlement and disbursement thereof must be visited with 
the penalty of payment of interest at the current market rate till the actual 
payment. It is essentially a payment to a person in consideration of past 
services for the employer when he is the twilight zone of his life.^ ' 
The pension is a profit, payable to an employee, earned by rending the 
long and sufficient service and therefore can be said to be a differed portion of 
compensation."'^  
The pension is a retirement benefit given to the person periodically as 
long as the pensioner alive, not ordinary at retirement. It means pension is a 
kind of benefit paid by employer to employee, time to time as the matter of 
necessity. 
Finally the pension is an old-age benefit whereby the employee is given 
periodical payments from the date of the retirement for the rest of his life, the 
basis being that the service rendered by the employee with the employer carries 
with it a right to receive superannuation benefit. It may be regarded as differed 
wage payable upon retirement and affording a means which the individual 
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workers may be unable to do for him of putting by a little to provide for the 
days when he will no longer be able to work." 
Classes of Pension 
Pension granted may be superannuation pension, retiring pension, 
invalid pension, compensation pension, compulsory retirement pension or 
compassionate allowance etc. 
1. Superannuation Pension 
This pension granted when employee retires from service on 
attaining the age of superannuation. 
2. Retiring Pension 
The retiring pension granted (a) when employee retires from service in 
advance of the age of retirement on superannuation under the statutory pension, 
(b) If employee declared as surplus and opt for voluntary retirement. 
3. Invalid Pension 
The invalid pension granted if employee retire on being declared by the 
competent medical authority to be permanently incapacitated for further 
service. 
4. Compensation Pension 
This pension granted when employee are discharged due to the 
abolition of their permanent post and provision of alternative employment of 
equal status is not possible, or other of a lower post is not accepted by 
employee. 
5. Compulsory Retirement Pension 
If employee is retired compulsorily as a penalty, they may be granted 
pension at a rate not less than two thirds and not more than the full 
compensation pension admissible on the date of his compulsory retirement. But 
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the limit of compulsory retirement pension is flexible in nature, because it 
depend on sever ness of the offences. So the right to reduce such retirement 
benefit given to the authority competent to impose the penalty of compulsory 
retirement as it may think fit. 
6. Compassiononate Allowance 
If employee are dismissed or removed from service, they are not entitled 
to any pension benefits. But the authority which dismissed or removed them, 
may, on special consideration, sanction a compassionate allowance not 
exceeding 2IV^ of pension which would have been admissible to the employee 
when he retired on compensation pension, subject to minimum of Rs. 1,913 
p.m. 
Calculation of Pension 
The pension is related to the number of years of the qualifying service 
and average emoluments drawn during the last ten months of employee service. 
Pension will be at 50% of the average emolument drawn during the last ten 
months of service, for a qualifying service of 20 years, if the qualifying service 
is less than 20 years (but not less than 10 years). The employee will get 
proportionate pension subject to a minimum of Rs. 1,913. Pension is not 
admissible if the qualifying service period of employee is less than, 10 years.^ '^  
Simultaneously, the extent benefit of adding years of qualifying service 
for purpose of calculating pension/related benefits should be withdrawn as it 
would no longer be relevant. 
Claim for Pension 
The Head of office is to process pension claims. He is also responsible 
for setting the entitlements consequent to the death of an employee in harness. 
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The process for authorizing the pension of employee is required to be 
initiated by the head of office, two years in advance of the retirement date in 
the prescribed form. 
Eight months prior to the retirement date, employee will furnish certain 
information (e.g. joint photo with wife/husband, family details, name of bank 
through which employee desire to draw his pension, etc) from the head of the 
office in form no.5 
The co-operation of the employee with the head of office is vital to 
ensure timely settlement of the claim. 
Pension is sanctioned by the Account Officer who is required to issue 
the pension payment order not later than one month in advance of the 
retirement date. 
If any delay is anticipated in this, the head office is required to sanction 
provisional pension. 
Normally, family pension is also sanctioned at the same time as pension 
and indicated in the (PPO) pension payment order. Family pension is to be 
drawn only after the death of the pensioner. In such cases, no separate sanction 
for family pension is required. 
For getting family pension, the deceased pensioner's family should 
apply in form no.l4-
1. To the pension disbursing authority for payment, if the amount of family 
pension is already indicated in the pension payment order, or 
2. To the Head of the office for sanction of family pension in all other 
cases. 
A copy of the death certificate of the deceased pensioner should be sent 
along with the applciaiton. '^ 
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Commutation of Pension 
The employee can opt to receive a lump sum payment by commuting a 
portion of his/her pension. The maximum pension that can be commuted will 
be forty percent of his pension in cases of civil employee but in cases of 
commissioned officer or defense employee it should be 50%. In arriving at the 
amount of pension to be commuted, fraction of rupee shall be ignored. 
The employee monthly pension will be reduced by the amount 
commuted process. The periodically revised commutation table of the 
government depends on the market rate of interest as well as mortality table. 
Accordingly, the government may consider outsourcing the process of 
commutation of pension to any PSU Bank/institution which would extend the 
commuted amount to the pensioners and get appropriate rate of interest on such 
amount. The government could extent an interest subsidy on the interest rate so 
charged, in case the same is found necessary. If provisional pension has been 
sanctioned pending assessment of final pension they are entitled to commute a 
partof it also. 
If any departmental or judicial proceeding is pending against an 
employee, he can not apply commutation till the proceedings are over. 
The medical examination before the application of commutation is necessary 
under the following situations-
1. Invalidation 
2. Compulsory retirement as a measure of penalty. 
3. In reception of compassionate allowance. 
The medical examination is not necessary before commutation under the 
following circumstances-
1. Superannuation pension 
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2. Retiring pension 
3. Compensation pension 
4. Pension on absorption in a corporation, company or body, etc. 
5. Pension granted on fmalization of departmental/judicial proceedings, and 
issues of final order thereon. 
The employee can withdraw his commutation application before 
medical examination, as well as within 14 days of its receipt if they decline to 
accept the addition, if any, made to his actual age in the medical report. 
If they fail to appear for the medical examination, it will be treated that 
they have withdrawn his/her commutation application. 
The commutation became absolute under following conditions: 
1. If the employee are retiring on superannuation, and apply for commutation 
before the date of retirement, on the date following the date of his 
retirement. 
2. If the employee apply after retirement but within one year from the date of 
retirement, on the date on which his application is received by the head of 
office. 
3. If the employee is subjected to medical examination on the date on which 
the medical authority signs the medical report. 
4. The pension of employee will be reduced by the amount of commutation 
from the date of receipt of the commuted value or at the end of three 
months after issue of authority whichever is earlier. 
If the employee pension increases retrospectively, payment, of 
difference in the commuted value of pension will be authorized without any 
ftirther application from the employee. 
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At the time of application for commutation, the concern employee also 
makes a nomination in form no. 12. In the event of his death before receiving 
the commuted value, it will be paid to the nominee. If there is no such 
nomination, or if the one made does not subsist, the commuted value will be 
paid to the surviving members of the family in equal shares in the manner 
prescribed for payment.^ ^ 
Payment of Pension 
I. Payment when Government Servant not known 
When an employee disappear leaving his family, the family can be paid 
in the first instance the amount of salary due, leave encashment due and the 
amount of general provident fund having regard to the nomination made by the 
employee subject to the following conditions:-
1. The family must lodge a report with the concerned police station and 
obtain a report that the employee has not been traced after all efforts have 
been made by the police. 
2. An indemnity bond should be taken from the nominee/dependants of the 
employee that all payments will be adjusted against the payments due to 
the employee in case he appears on the scene and make any claim. 
After one year of disappearance, the family of the missing employee can 
apply to the head of the office concerned for grant of family pension, 
death/retirement gratuity and the amount of accumulations in the savings fund 
in accordance with the prescribed procedure for sanction of these amounts. The 
period of one year is reckoned from the date the FIR is lodged with the police 
authorities and the family pension will be authorized at the normal rate. 
The insurance amount will be paid on production of a proper and 
indisputable proof of death or after seven years following the month of 
disappearance a decree of court of law presuming the employee to be dead as 
per section 108 of the Indian Evidence Act. The full subscription of one year 
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following the month of disappearance and insurance premium alone at the 
reduced rate for the next six years, together with interest, will be recovered 
from the dues payable. 
2. Payment when Government Servant known 
Payment through Public Sector Bank 
This facility is available to all central government pensioners except the 
pensioners of the department of posts office. The payment of pension will be 
automatic, no bill need be prepared. The monthly pension, including deamess 
relief, will be automatically credited on the last working day of every month to 
employee individual saving/or a joint savings (with the spouse who is entitled 
for the family pension) current account. However, pension for the month of 
March will be credited on or after the 1'' April. 
The employees have to indicate the name of the Bank and the Branch in 
his application for pension. The authority issuing pension payment order will 
forward the application to the concerned bank through the link branch of the 
bank, under intimation to employee. On receipt of intimation, employee should 
go to the paying branch in person with the following documents-
1. Personal copy of the intimation received from the pension payment officer 
(PPO) issuing authority. 
2. In case employee held a group 'A' posts at the time of retirement, non-
employment certificate. 
3. An undertaking to refund excess payment, if any. 
The physically handicapped pensioners need not appear in person but 
they should submit to the bank a certificate from a registered medical 
practitioner, about his being physically handicapped. In such cases Bank 
Manager or the designated officer will visit the pensioner's residence/hospital 
for the purpose of identification and obtaining specimen signature etc. 
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Before commencing payment, the paying branch will obtain employee 
specimen signature or thumb impression, as the case may be, in the space 
provided for the purpose in disburser's portion of PPO and handover the 
pensioner's portion of the PPO to employee after proper identification. 
After proper personal identification, the first payment of pension will be 
made for which employee should open a saving account individually or jointly 
with the name of his spouse, who is entitled for family pension/current account 
in employee name, if employee does not have one already. The pensioner's half 
of PPO will be given to him. Thereafter, the pension will be credited 
automatically to employee account every month. 
The paying branch will be responsible for deduction of income tax at 
source from the pension payment in all accordance with the rates prescribed 
ft-om time to time. Where such deduction is made the paying branch will issue 
to the pensioner, a certificate of tax deduction in the prescribed form, in April 
of each year. 
Payment through the Post Office Saving Bank 
This facility is available to the postal, telecom and railway pensioners 
only. The pension including deamess relief will be credited automatically to the 
post office saving bank account, specially opened for this purpose, on the last 
working day of the relevant month except the pension for March, which will be 
credited on the first working day of April. No bill need be prepared. The 
employee can withdraw the money as from a normal (POSB) post office sub 
bank account, on the day of crediting itself 
The employees have to furnish a letter of authority and undertaking to 
the head/sub-postmaster concerned through the head office. This letter 
authorizes employee to receive his pension and credited the same to his sub 
bank (SB) pension account every month and also conveys employee consent 
that any excess/ wrong payments credited to the employee account may be 
recovered or withdrawn from the account. 
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The pension payment order issuing authority will forward pension 
payment order along with his specimen signature and the letter of undertaking 
to the concerned head post office through the Director of Accounts. On receipt 
of these documents in the head post office, the postmaster will make necessary 
entries in his records and send intimation to employee to present himself at the 
head office for opening the sub bank account. 
If an employee wants to open an account in the sub-bank or sub-post 
office, the (HO) Head Officer will authorize the sub-postmaster to credit the 
pension in the sub bank account and forward the document to him. The 
employee will receive intimation from the head office to present himself at the 
sub-office for opening the account. 
On receipt of the intimation, employee should approach the post office 
concerned in pension for opening the SB account. The postmaster will make 
over the pensioner's half of the PPO to him. The pension and dearness relief 
will be credited to this account every month automatically. The employee can 
withdraw the amount on the day of crediting itself ^ ^ 
Pensionable Benefits 
Different pension's benefits available to the employee are as follows-
1. Family Pension 
The family pension is payable to the spouse of the deceased 
employee/pensioner or other eligible family members at the rate of 30% of the 
last pay drawn. 
Family pension was first introduced under family pension scheme, 1950 
which allowed 50% of the pension as family pension to employees rendering 
minimum 25 years of service. Family pension was admissible only for a period 
of 5 years and maximum family pension payable was Rs. 150 p.m. The period 
of eligibility was reduced to 20 years and family pension made admissible for a 
period of 10 years with effect from 1-4-1957. 
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A revised family pension scheme 1964 was subsequently implemented. 
Under this scheme all government employees with one year of service or who 
had retired on pension were made eligible for family pension. Spouse and 
dependent children up to the age of 25 years were eligible. The quantum of 
family pension ranged from 30%of pay to 12% on a slab system. The scheme 
also envisaged payment of family pension at an enhanced rate (50% to 24%) 
for a period of 7 years of superannuation, whichever was earlier. 
The scheme of family pension was liberalized subsequent to the 
implementation of recommendations of the third pay commission. The pay 
limits under the slab system were enhanced. The benefit of family pension at 
enhanced rates was extended for a period of 7 years or till the 
employee/pensioner would have attained the age of 65 years, whichever was 
earlier. 
The scheme of family pension was earlier contributory and the retiring 
employee had to surrender two month's gratuity in order to be eligible for grant 
of family pension on his demise. From 22.9.1977 the scheme was made non 
contributory and the requirement of surrender of gratuity was dispensed with. 
The rules were liberalized to allow payment of family pension for life to 
handicapped children or till the time they became self sufficient. 
Subsequent to the Fourth Central Pay Commission, the minimum and 
maximum amount of family pension was revised to Rs. 375 and Rs.l250 p.m. 
respectively. The slabs for paying family pension were also revised upwards 
and ranged from 30% to 15% of pay. 
The condition of dependency for children of the decreased employee to 
be eligible for grant of family pension was removed in 1993.All children were 
made entitled for family pension up to the age of 25 years as against the age of 
18 years prescribed in 1964 Rules and the age of 21/24 years or till the time of 
their marriage, whichever earlier, for sons and daughters respectively 
prescribed by the fourth CPC. 
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The scheme was liberalized further as per the recommendations made by 
the Fifth Central Pay Commission. Family pension was now payable at the rate 
of 30% of the last drawn in all cases. Maximum and minimum, minimum 
family pension was revised to Rs. 9,000 and Rs. 1,275 respectively. Family 
pension at enhanced rate of 50% of the pay last drawn was for a period of 7 
years of till the employee/pensioner would have attained the age of 67 years, 
whichever is earlier. Married, widowed and divorced daughters were included 
for payment of family pension subject to the ceiling of 25 years. The limit of 25 
years was subsequently removed in respect of unmarried/divorced daughters. 
2. Extraordinary Pension 
Extraordinary family pension is payable under the CCS (Extraordinary) 
Pension Rules, 1939 at the following rates:-
1. In case of death or disability attributable to service or due to 
accidents in the performance of duty, extraordinary family pension is 
payable at 60% of the basic pay subject to a minimum of Rs. 2,500 
per month. 
2. In case of disability, normal pension and gratuity is payable along 
with disability pension equal to 30% of pay for 100% disability. The 
disability pension is reduced proportionately for reduced disability. 
This is subject to the condition that the aggregate of the service and 
disability elements are, in no case, less than 60% of the basic pay last 
drawn. 
3. In case of death or disability due to acts of violence by terrorists. 
anti-social elements, etc., whether in performance of duties or 
otherwise, extraordinary family pension equal to last pay drawn up to 
remarriage or death is payable. After remarriage, rules governing 
ordinary family pension are applicable. If the declared employee has 
no widow but leaves behind only children, then all children together 
get 60% of basic pay subject to minimum of Rs. 2,500, in case of 
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bachelors, family pension equal to 75% of pay last drawn is payable 
in case both the parents are alive. The pension is payable at the rate 
of 60% in case only one parent is alive, irrespective of their income. 
3. Disability Pension 
If the government employee is discharged from government service on 
account of injuries sustained in specified operations as a result of either attack 
by or action against extremists, anti-social elements, etc. or in course of enemy 
action in international war or border skirmishes, he is entitled to a disability 
pension that comprises a service element and a disability element. The service 
element comprises the amount of retiring pension plus gratuity counting service 
up to the date on which the employee would have retired in normal course. The 
disability element that is payable is equal to normal family pension for 100% 
disability with aggregate of service and disability element not being less than 
80% of pay last drawn. However in case of 100% disability where the 
individual is completely depend on somebody else for day to day functions; the 
constant attendance allowance should be given. 
In case of death or disability attributable to attack by extremists, anti-
social elements and enemy action, the following rates of extraordinary family 
pension are applicable :-
1. Family pension equal to last pay drawn up to re-marriage or death. 
After remarriage ordinary family pension is admissible. If there is no 
widow but only children, all children together get 60% of basic pay 
subject to the minimum of Rs. 2,500. In case of bachelors, family 
pension at the rate of 75% of pay last drawn is payable to parents or 
60% in case only one parent is alive, irrespective to their income. 
2. Retiring pension plus gratuity counting service till normal age of 
retiring subject to the total amount not exceeding last pay drawn for 
100% disability. Proportionate reduction is made for lower disability. 
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4. Ex-gratia Pension 
Ex-gratia pension is also payable over and above the pension rules to 
families of central government employees who die in harness in the course of 
performance of their bona-fide official duties. The rates of ex-gratia vary 
between Rs. 10 lakh in case of death occurring due to accidents in the course of 
performance of duty whether attributable to acts of violence by terrorists, anti-
social elements, etc. or otherwise to Rs. 15 lakh in case of death occurring due 
to enemy action in international war or border skirmishes or action against 
militants, terrorists, extremists, etc. 
2. Pension: Historical Development of Pension in India 
The most predictable source of need is the inability to provide for one 
self due to old age. One may live with luck and yet avoid unemployment or 
widowhood-not senility. This very predictability has colored attitude towards 
the part that the state should plan regarding old age. No social security scheme 
has sought to satisfy all the demands of an aged claimant.^ ^ In a community 
where millions of persons are always in wait for securing employment, it is 
very difficult for the less smart and aged people to secure fresh employment. 
From the point of view of efficacy and personal management, labour force 
should be held at a high moral by means of upgrading and promotions. If the 
older employees are allowed to continue indefinitely in their positions it will 
kill the incentive to work of the younger workers who right be waiting for 
promotion on retirement of older workers. The efficiency of the plan is likely to 
suffer as a consequence. Their is necessity of proper legal mechanism that is 
legislations.'*" 
The pension legislation was initiated in India by the British rulers. First 
time the pension legislation was passed in the year of 1871 the Pension Act, 
which define rights of the employee regarding pension and their application in 
day to day's life of employee. Than, the Old Age Pension Act, 1908 come into 
existence which laid down the provision regarding first non-contributory 
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pension scheme in India for people those who are above the age of 70 years, 
subject to the means test. For the implementation of this scheme a public fund 
has been constituted. But the benefit given by this scheme was not minimally 
adequate as a sole sense of income and required supplementation. So the 
Provident Fund Act, 1912 come into existence which provided some new kind 
of beneficial scheme, but these schemes were not adequate for the proper 
regulation of employee right to pension's benefits. So the Montana Act was 
passed in 1923, after that pension laws were enacted in different states of India. 
The gap between the centre as well as state legislations was large. So to fulfill 
this gap the government of India pass the Widow, Orphan and Old Age 
Contributory Act, 1925, which provide provisions for compulsory old age 
retirements. Further the governments of India pass the Provident Fund Act 
1925 which was made applicable to the pension matter of employee of railway 
and government industrial establishment.'" 
The another development of this era was the appointment of Royal 
Commission in 1929- to enquire into and recognized the necessity for making 
some provision for old age security that is pension. The Commission gave 
report in 1931 and observed: 
Industrial life tends to break down the joint family system. Those 
workers who at the beginning of their industrial carrier, own a plot of land, 
are often unable to retain possession, and with the passage of years the 
connection with the village becomes loosened. Workers in the life are unable to 
save out of their own earning against old age. Some employers in intimate 
touch with the life of the workers know something of the misery in which many 
pass their old age. The necessity for making some provision against old age 
needs no emphasis. A few employer, railway administration and government 
workers, either department have made provision for some of their by means of 
a provident fund by instituting a system of pension. It is appreciated that, it is 
impossible to make provision for every contingencies of industrial workers but 
the matter being generally admitted and the govt., wherever possible, 
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encourage employers by financial grants or other means to inaugurate scheme 
of old age, pension as well as provident fund. 
The suggestions of Royal Commission come into existence in the form 
of Social Security Act, 1935 which provides a contributory pension system on 
federal level. It was prove a biggest pension scheme in India. 
This period also witnessed of various investigation committees which 
were set-up to investigate the labour problems. Among these committees one 
was the Rege Committee popularly known as Labour Investigation Committee 
(1944) which made following observation:-
The whole problem of provision against old age or death of bread 
winners legitimately falls within the sphere of social security and it is a matter 
for consideration whether either the initiation or management of scheme of 
provident fund, gratuity and pension should be left to employers themselves. Of 
course, so long as there are no scheme of social security introduced in a 
particular industry or area, the existing private scheme of provident fund etc, 
should be allowed to continue under the in this management of the employers. 
The existing schemes connection do not appear to be very liberal, specially in 
regard to the employers contribution to provident funds of the workers, the 
restriction on withdrawal of employer's contribution seem to be some what 
unsatisfactory. If provision against old age is intended to be stabilize the 
industrial workers in employment, the employer contribution which is really a 
contribution in the contribution made by the workers, should as for as be made 
available to employee at early retirement etc. The absence of social security 
measures like provident fund, gratuity and pension in most concern has largely 
contributed to the migratory character of Indian labour, and is one of the most 
important causes of large labour turnover in factories. Though some large 
employers constituting good scheme, but the number of these employers is vary 
small. During the last few decades however some progress has been achieved 
in this direction. Generally speaking PF are most common gratuities are given 
only in some cases and pension is rather rare. Only some of the provident 
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funds are registered, while most are not. A few employers have instituted 
gratuity or pension, schemes the progress rate of gratuity reduced if the period 
of service is less 20 years. So there is demand of some appropriate provisions 
for pensioners.'^^ 
In the light of the recommendation of Labour Investigation Committee 
the Family Allowance Act, 1945, came into existence. This legislation made 
available to all insured persons, the retirement benefit compulsory, which is to 
say virtually to the whole population, provided the contribution conditional 
schemes. 
The contribution schemes define the form of the benefit granted under 
employer and employee contribution schemes which are primarily concerned 
with meeting as closely as possible the need of both employer and employee 
rather than with simplifying the financial provisions therefore. The nature of 
the contract is dictated by the needs of the client with less regard to the 
requirements of financial stability and actuarial convenience than is the case in 
life assurance. 
After that on 26* January, 1950, an event of far reaching significance 
took place with the coming into force of India. It did not relate to mere 
formation of India, new horizons were opened. The constitution has made 
specific mention of the duties that the state owes for labour, to their economic 
up-liftmen and social regeneration. Certain directions aimed at physical, social 
and moral improvements of labour have been enunciated in the Directive 
Principles of State Policy. 
Article - 38 of the constitution which provides that the state shall in 
particular, strive to minimize inequalities in income and endeavor to eliminate 
inequalities in status, facilities and opportunities, not only among the individual 
but also amongst groups of people residing in different area or engaged in 
different vocation. The new clause aims at equality in all spheres of life. It 
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would enable the state to have a national policy on wages and eliminate 
inequalities in various spheres of life. 
Article-41 deals with provisions for old age security. It says that the 
state shall, within the limits of its economic activity and developments, make 
effective provision for securing "the right to work, education and to public 
assistance in cases of unemployment and in other cases of underserved want.'*^ 
To implement the ideals of Directive Principle of State Policy, the 
central as well as state governments both are empowered to enact legislation in 
relation to labour as embodied in list III (the concurrent list) of seventh 
schedule of Indian Constitution. Entry 24 of this list "welfare of labour'" 
including condition of work, provident fund, employer's liability, workmen's 
compensation, invalidity, old age pension and maternity benefit.''^ 
On the question of pension, the Tripartite Standing Committee at its 10^*^  
secession came to the following conclusion-
The benefits are provided in other countries in the form of old age and 
survival's either by means of social insurance or social assistance schemes. In 
either case they involve substantial subsidies from public funds central and 
state government in India are at the moment, unable to provide these subsidies. 
The introduction of a pension scheme will also have to be preceded by a 
detailed investigation into the average periods of employment and rates of 
mortality, which necessarily will take time to compute. Moreover, a pension 
scheme of as much benefit as a provident fund scheme to a population of 
industrial workers with a large turnover such as is the case in India must be 
frame. 
In the reference of Tripartite Committee Report, Employee Provident 
Fund and Miscellaneous Provision Act, 1952 was passed which introduce 
Employee Provident Fund Scheme 1952 to provide benefit like pension to the 
industrial employee.'*^ 
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In exercise of power conferred by the to Article 309 and clause (5) of 
Article 148 of the Constitution, and after consultation with the Comptroller and 
Auditor General in relation to the person serving in India Audit and Accounts 
Department, the President of India make the Central Civil Services (Medical 
Examination) Rules, 1957 in regard to the pension provisions of central 
government employee. 
The Study Group on social security was set-up by the ministry of labour 
in 1958. The Study Group has recommended conversion of the provident funds 
into a statutory pension scheme (contributory), providing for invalidity 
survivorship, and pension cum gratuity benefit schemed the recommendation is 
in accordance with the wishes of workers themselves. The Study Group has 
observed: 
Of all the circumstances made the most important is the one that a 
provident fund has certain disadvantages which can be remedied by adoption 
of a pension scheme. It is hardly necessary to elaborate this at length. The 
lump sum, if they are to serve during old age should be widely invested and not 
many workers have the experience to do so. Cases are not unknown where 
even high placed officials who commuted the bulk of their pensions suffering 
in latter years as a result of unwise spending of the commuted amounts where 
the recipient of the provident fund is a rocker's widow, there is very risk of her 
being exploited by male relatives. 
In pursuance of above recommendations the Employee Provident fund 
Act, 1952 was amended by Act of 1971 to make the provision for family 
pension fund and an Employees Family Pension Scheme, 1971 has been 
enacted. 
The sense of security which pensioner feels and has on his retirement is 
far greater than the insecurity which a person pensioner with a lump sum 
provident fund accumulated feels on his retirement. In actual which scheme is 
more important depend on so many personal factor due to this reason Payment 
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of Gratuity Act, 1972 was passed which laid down the provision for the 
payment of award to the employee at his/her retirement in respect of their 
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services. 
The provisions relating to pension and gratuity including family 
pension, which were spread over Civil Services Regulation and various 
executive instructions were codified in 1972 in the form of statutory rules- The 
CCS (Pension) Rules, 1972. Since the promulgation of these rules, there has 
been successive liberalization of substantive provisions contained therein, with 
consequent score amendment as also complete replacement of the procedure 
relating the finalization of cases. *^  
In the wake of pension demand the government of India makes 
amendment in Employee Provident Fund and Miscellaneous Provision Act 
1952 to implement a new scheme, known as Employee Deposit link Insurance 
Scheme and passed CCS (Commutation of Pension) Rules, 1981 with Payment 
of Arrears of Pension (Nomination) Rules, 1983 for the easy regulation of CCS 
(Pension) Rules, 1972. Again in the year of 1995 the government of Indian 
implements the new scheme Employee Pension Scheme by amendment in the 
Employee Provident Fund and Miscellaneous Provision Act, 1952 and replace 
to the Employee Family Pension Scheme in New Employee Pension Scheme 
1995. 
This scheme was introduce to bring the aforesaid gap for the workers in 
the industrial and commercial sectors; Employee Pension Scheme has been 
introduced by the government with effect from 16.11.1995. The scheme has 
been designed to provide old age benefit to the member and survivorship 
coverage to this pension scheme. It operates in an integrated manner with the 
EPF scheme and derives its finance by way of diversion from EPF contributing 
besides the central government's contribution.'*' 
But the problems still existed. So after a long term debate, again in the 
wake of Pension and Employee Provident Fund Scheme, the central 
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government for the control and proper implementation of beneficial schemes 
cleared the Pension Fund Regulatory and Development Authority Ordinance, 
2004. This Ordinance paves the way for the establishment of an Authority to 
promote old age income security by establishing, development and regulating 
pension funds, to protect the interest of subscribers to scheme of pension fund 
and matters connected there with or incidental thereto. 
The decision to table the New Pension Legislation was announce in the 
Budget Speech of 2005-06. The PFRDA, Bill-2005 was passed without taking 
the risk of vote. After that Bill referred to the Parliamentary Standing 
Committee on Finance, which writes a report on the bill than the modified bill 
goes back to vote. The parliament is better informed owing to the report. The 
way it works in practice is that a deal is made about what changes will be made 
to the bill. 
This bill (PFRDA, Bill-2005) introduce the New Pension System with 
investment of fund up to 5% into equity and another 10% in equity linked fund. 
The NPS is DC pension scheme with individual retirement accounts, product 
choices, professional fund management by competing private fund managers 
and portability through centralized recordkeeping and administrative action. 
Participation in scheme is mandatory for all new employee of the central 
government (excluding armed forces). 
In respect of centralized recordkeeping and administrative action, the 
PFRDA and NSDL entered into an agreement in November 2007 relating to the 
setting up of a CRA for the NPS. NSDC's appointment as CRA is for ten years. 
Much recently in the winter session of parliament in December 2008 
PFRDA, Bill was tabled before the parliament but it is backed due to the reason 
of the appointment of regulator.^ " 
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4. Concluding Remark 
The broad conceptual outline of insurance and pension system in India 
conclude that social security is the combined name of social assistance as well 
as social protection which provides a social safety net to the employee. 
The insurance and pension are social insurance schemes introduced by 
the governmental vis-a-vis non governmental organization for the benefit of 
employees not only for civil employee but for those employees belong to 
industrial class. 
The changing nature of insurance and pension provides better views 
about safety measures for future, because foreign companies are joint hand 
with national governmental and non governmental companies for the better 
utilization of insurance and pension fund to provide satisfactory benefits to the 
person concerned. 
In this era of globalization and privatization ,by the expansion of Indian 
insurance as well as pension market other thing are increasing such as 
competition, awareness about information technology, consumer services 
awareness etc. by which not only insurance sector but other sector lead towards 
development and the country become a progressive and a developed nation. 
But in this era there is need of better regulation of insurance and pension 
system. These sectors must be kept secret from the political crisis etc. For this 
reason their must be some kind of amendment in the laws and regulation. There 
must an independent body in each sector either in insurance and pension to 
regulate them. In this respect the government is towards the progress, the result 
is the establishment of Insurance Regulatory and Development Authority in 
1999 by the passage of Act. After that the government moves Pension Fund 
Regulatory and Developmental Authority Bill 2005 which are still in pending 
but definitely will be passed in future. 
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If the authorities properly regulate and manage the insurance and 
pension sector in India, definitely the Indian population will receive benefit and 
nation becomes a developed one because insurance and pension are core part of 
economy. 
So there is demand for better approach, better solution and better 
position. 
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CHAPTER- 2 
INSURANCE AND PENSION: REFORMATION TOWARDS THE 
PRIVATIZATION AND GLOBALIZATION 
1. Introductory Outline 
It is not gainsaying that the constitution is the fundamental law of the 
land and operate for the most of the matters at the national level. The 
constitutional method has been chosen by India to eradicate the social 
inequalities and exploitation. The framer of Indian constitution in its preamble 
declared that the citizens shall be secured: 
Justice, social, economic and political, liberty of though, expression, 
belief, faith and warship... and to promote among them all, fraternity assuring 
the dignity of the individual and the nation 
But now a day's emphasis is being shifted from social justice towards 
the economic development. To achieve the economic development, reformation 
in the policy perspective of insurance and pension is necessary because these 
two sectors are core of economy. In this respect India adopted the World Bank 
inspired "Structural Adjustment Policy" which insist India towards the policy 
of privatization. 
Privatization in the field of insurance and pension sectors is a 
measurement resulting in transfer of ownership to control over the assets or 
activities from the public to the private sector. In broad terms the privatization 
of insurance and pension encompasses involvement of grater marked forces to 
ensure higher competition and to reduced the role of the government in the 
economic sphere and thus bring the greater private involvement to the 
government activities. It refers to the liberalization of different regulations to 
unleash forces of competition to include market forces into the economy. 
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On the line of the policy of privatization of insurance and pension, the 
Indian new economic policy required that the Indian government to cut 
spending in the social programs and sell off the more profitable public 
enterprises at a good price to the larger business houses as well as to the 
foreign entities. It also require the liberalization of service sector, free entry of 
foreign capital, major reforms in banking, financial institutions and the tax 
structure of the country. ^ 
To achieve the objectives lay down by the India's new economic policy, 
the government of India constituted R.N. Malhotra Committee and the 
Mukherji Committee for the guidance to reform the insurance sector. Again the 
government of India constituted Old Age Social and Income Security 
Committee and Bhattacharya Committee for the guidance to reforms the 
pension sector. These committees give their recommendation in favor of the 
privatization of both insurance and pension sector. After that, the policy of 
privatization was implemented by the government through the passage of 
IRDA Act 1999 and PFRDA Bill 2005. Than a lot of changes come in the 
insurance market such as dearth of product innovation, multi channel 
distribution system, competition among the market forces, consumer awareness 
etc. But the changes in the pension sector come in near future because the 
privatization in this sector is in premature stage, now only discussion is 
continuing. 
2. Insurance: Reformation towards the Privatization and 
Globalization 
The reformation towards the privatization and globalization is defines in 
the following heads-
1. The Existing Indian Insurance System and its Difficulties 
The Indian does not have proper system of insurance as well as income 
security. There are however some schemes, among them some are mandatory 
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and some are voluntarily. These schemes are for central govt. / state 
government employee, employee of bank as well as employee of firm. 
The existing Indian insurance system divided under the fev/ categories 
which are as follows-
1. Insurance Schemes in the Formal Sector 
The insurance schemes under formal sector are further divided under 
few categories-
1.1. Insurance Schemes in the Statutory Framework 
These schemes are also divided under two categories, which as follows-
1. Provident Fund and Employee State Insurance Schemes 
These schemes introduce under the guidance of statutory framework and 
are contributory in nature. These schemes are managed by the Provident Fund 
Organization vis a vis Employee State Insurance Corporation. In these schemes 
the employer, employee as well as the govt, contribute to the incorporated 
fund, the benefit of which given to the employees at their requirement. 
But the so many difficulties are facing in the implementation and 
administration of these schemes because the policies and process of EPFO with 
ESIC was established in 1950. The transformations in technology and 
knowledge about insurance economics that have come about in the following 
years have not been reflected in a corresponding transformation in policies and 
process. There is much weakness in the mechanisms of fund management, 
operational procedures, transparency and governance which effecting to the 
working class.'' 
2. Group Insurance Schemes 
There are a lot of voluntarily group insurance schemes. These schemes 
manage privately by the manager appointed by the employer of insurance corp. 
In these schemes the employee invests the fund and purchases the annuities 
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from the Lie, and receives benefit at their requirement, under guidance of LIC 
Act, 1956. 
But the value of annuity embedded in these schemes has gone up 
dramatically, no data about these schemes available in public domain. 
1. 2. Insurance Schemes in the Government Regulations 
These schemes are also divided under few categories, which are as 
follows -
1. Schemes Introduce by the Central Government Regulations 
These are also so many insurance scheme introduce by central govt, into 
which employee pay a small monthly premium determined according to service 
rank. In return, these schemes provide a survivor benefit equal to a multiple of 
the monthly premium in the event of worker dies prior to retirement as well as 
provides a lump-sum payment equal to accumulated premiums upon 
retirement. The employee also receive a lump sum gratuity based on final 
salary and years of service, with the facility of early withdrawals from their 
accumulated premium for specified purposes such as housing costs, marriage 
costs, education costs etc. 
But the basic structure of these schemes is also questionable because 
these schemes increasing fiscal stress of govt. 
2. Schemes Introduce by the State Government Regulations 
The insurance schemes as introduce by centre, on the same pattern the 
insurance schemes have been laid down by the concerned state government. In 
these schemes employee contributes of their income, these schemes provide 
different kind of benefits such as survival benefit, retirement benefit, gratuity 
benefit etc. 
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But the problems regarding regulatory mechanism are also facing at 
state level, as are at central level by which fiscal stress of state govt, is 
increasing. 
2. Insurance Scheme in the Informal Sectors 
The poor and old age people are target of the government in the 
unorganized sector. Both the central and state government also provide scheme 
of insurance for these sector, but these scheme are not satisfying the need of the 
people. There must be some more concern of the government regarding 
insurance schemes because there are no mandatory insurance having 
programmed for the self employed workers. Although these workers are 
ineligible to join the EPF, even only on voluntary basis, they can join the PPF. 
The PPF has not been marked aggressively, and net collections have grown 
slowly. 
3. Insurance Schemes in the Governmental Organization 
The government organization includes insurance companies (LIC, GIC), 
bank (SBI), Electricity Board, Oil and Natural Gas Corporation vis a vis public 
sector undertaking. They provide a lot of schemes of insurance in the matter of 
disability, hospitalization, accident, pension and gratuity. These bodies itself 
manage these schemes and little guidance taken from IRDA. 
But the problems are still facing by the people in respect of these 
schemes because these bodies becoming the prey of jealously with Private 
Sector Corporation. They are only increasing profit by increasing the cost of 
premium which is harmful for consumers. 
4. Insurance Schemes in the Non Governmental Organization 
The non-governmental organization include private insurance 
companies vis a vis mutual fund organization. These organization introducing a 
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lot of life and non life cover plan. These schemes privately managed by these 
firms under the guideline of IRDA. 
But this is also truth that some problems are now too be their after 
privatization, such as these companies using multi-product, multi-channel and 
multi-segment rout by which cost of products are increasing and insurance 
became the only privilege of richest. The intermediaries does not fulfilling their 
duties because they does not possess professionalism which is a heavy barrier 
in the consumers profit. There are so many other lacunas in the regulatory 
mechanism of private companies. 
2. Need to Reform Existing Insurance System 
The experience after independence in insurance sector showed that the 
ultimate objective remained largely unfulfilled, due to the relatively low spread 
of insurance in the country. For efficient and quality functioning of the public 
sector insurance companies and the untapped potential for mobilizing long term 
financial resources as well as the growth of infrastructure, the government was 
introduce the reform process which was necessary. 
There was some hardship in the insurance industry which became the 
reasons of reform process in insurance sector in India which is as follows: 
1. Insurance companies create products and go out to find customers. They 
do not create products that the market wants. 
2. Insurance awareness among the general public is low. 
3. Term-insurance plans are not promoted. 
4. Unit-linked assurances are not available. 
5. Insurance covers are expensive. Inefficient management and low 
investment yield are responsible for the high premium charged by Indian 
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insurance companies investment restrictions have been responsible for 
low yields. 
6. Returns from insurance products are low. 
7. There is a dearth of innovative and buyer-friendly insurance products. 
8. Most agents and development officers are interested only in producing 
new business servicing existing customers satisfactorily has not been a 
priority for them the obvious reason to this that incentives are them the 
obvious reason to this is that incentives are based on new business 
generation and not on satisfactory serving of existing customers, it is 
surprise to note that more than 10% of LIC policies are surrendered of 
get lapsed every year. 
9. There is no market research worth the name and computerization is 
woefully inadequate.'' 
3. Efforts Taking to Reform Insurance System 
The announcement of the new industrial policy of 1991, envisages 
transition of the economy from a regulated to liberalized and deregulated 
regime leading to the privatization of insurance sector to provide a better 
coverage to citizens and to augment the flow of long-term financial resources. 
This transition also meant that competition was bound to intensify in future 
with the entry of several private players in the field, particularly the foreign 
companies, in Joint venture with the Indian partners. In order to prevent misuse 
of the fund by insurers of policy holders and shareholders, and to ensure 
accountability, it was imperative to have in place an effective regulatory 
regime. Insurers being repositories of public trust, efficient regulation of their 
business became necessary to ensure that they remained worthy custodians of 
this trust. Further insurance cash flows generated funds which are required for 
investment in the social sector and for the development of the infrastructure. 
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Therefore, the regulation of insurance required a paradigm shift from just a 
supervisory and monitoring role to a developmental role so that the insurance 
business promoted economic growth.' 
The government in a bid to complete the reforms initiated in the 
financial sectors established a committee headed by former finance secretary 
and governor Reserve Bank of India Governor, Mr. R.N. Malhotra to evaluate 
the insurance industry and to recommend its future direction. 
R. N. Malhotra Committee Recommendations 
This committee suggested the following changes for the Indian insurance 
system-
1. The government stake in insurance companies be brought down to 
50% 
2. The takeover of the holding of GIC and its subsidiaries in order to 
facilitate their functioning as independent corporations. 
3. Allowing private enterprises in the sector with companies with a paid 
up capital of minimum of Rs. 100 crore. 
4. No single entity to function in both life and general insurance 
segments. 
5. Foreign companies to be allowed only in combination with an 
individual partner. 
6. Changed to be made in the Insurance Act. 
7. An independent insurance regulatory authority to be set-up 
8. Reduction in the mandatory investments of LIC fund in government 
securities to be brought down from 75% to 50% 
9. GIC and its subsidiaries are not to hold more than 5% in any 
company. 
10. Popularization of pension schemes in rural areas. 
11. Allowing PLI (Postal Life Insurance) in rural areas. 
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12. Rapid computerization of branches. 
13. Payment of interest on delayed claims. 
14. Use of revised mortality table by LIC and revision of the premium 
after every 10 years. 
15. Issue of long term unit linked insurance plans. 
16. Transfer of appropriate scheme to concerned government 
authorities.^ 
Immediately after the publication of "Malhotra Committee" report, a 
new committee "Mukherji Committee" was set up to make concrete plans for 
the requirement of newly formed insurance companies. 
Mukherji Committee Recommendations 
The recommendations of "Mukherji Committee" were never made 
public. But, from information that filtered out it became clear that the 
committee recommended inclusion of certain ratios in the insurance company's 
balance sheets to ensure transparency in accounting. But the finance minister 
objected. He argued, (probably on the advise of some of the potential entrants) 
that it could affect the prospects of the developing insurance companies.'^  
After that the insurance sector began to reform process with the passage 
of IRDA (Insurance Regulatory and Development Authority) Bill in Parliament 
in December 1999. However with the setting up of IRDA, the government has 
once again de-regulated the sector opening it for the private players. The entry 
of private players has enabled the industry to look at alternative distribution 
channels. To get maximum pie of the premium, every insurance company is 
adopting new distribution and marketing strategies. The last two year 
witnessing some fundamental change in insurance industry. 
After the year 1999, every moment has been considered that there is a 
need of a consolidated law on insurance in the name of IRDA Act 1999, in 
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which IRDA deals with each and every"tssue^such as the insurance of 
detoxification and their related matter.* 
After too be the problems was still consisting. So in the year 2003 IRDA 
requested from the Law Commission of India to analysis the Insurance Act 
1938 as well as Insurance Regulatory and Development Authority Act 1999. 
On the request of the IRDA the Law Commission of India submit its 190 report 
in the year 2004 and for the amendment of Insurance Act 1938 and IRDA Act 
1999. In the year 2005 the government constituted 11 member panel under 
IRDA/ headed by K. P. Narasimha ( ex-chairmen of LIC ) to examine the 
recommendations of Law Commission. K. P. Narasimha Panel confirms to the 
recommendations of Law Commission of India and gives their report in the 
year 2007. 
One Ninety Law Commission / K. P. Narasimha Panel Recommendations 
The recommendations of these two groups are same which are as 
follows-
1. That to participate in the global competition increases the foreign equity 
from 26% to 49% and maintains the foreign direct investment at 26%. 
Permit foreign re-insurers to open branches only for reinsurance 
business. Facilitate the entry of Lloyds of London as joint venture. 
2. That to strength the privatization, the role of agent must be increase in 
the insurance business, by including them in the definition of 
"intermediaries" and by giving the responsibility to the IRDA for their 
appointment as per proper terms and conditions. 
3. That to formulate firm insurance business, remove the restriction of 26% 
on disinvestment from Indian promoters, make insurance policies 
unchangeable, delete the provisions of Tariff Advisory Committee in 
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view of detariffication of rates and premiums, amend the provisions of 
Insurance Act 1938 and IRDA Act 1999. 
4. That to formulate strong regulatory mechanism, make Life Insurance / 
General Insurance Council self regulating bodies, set up Grievance 
Redressal Authority, impose penalty up to 25 crore in case not 
compliance with the obligations for rural and social sector or third party 
insurance. On the recommendations of these two groups the government 
of India passes the Insurance Laws (Amendment) Bill 2008 and gives 
the strength to the Indian insurance business in terms of privatization.^  
4. Present Scenario of Indian Insurance System 
The global integration of financial markets resulted from deregulating 
measures, technological information explosion and financial innovations, 
liberalization and globalization, have allowed with the entry of foreign and 
private player in the insurance business, people have got a lot of options to 
choose from. Radical changes are taking place in customers profile due to 
changing life style and social perception, resulting in erosion of brand loyalty. 
To survive, the forms of the modem insurance shifted to a customer-centric 
relation in the following terms-
1. Liberalization with Privatization 
Indian economic development made to the insurance a most lucrative 
insurance market in the world. Before the year 1999, there was monopoly state 
run by LIC transacting life business and GIC transacting the rest. In the wake 
of reform process and passing IRDA Act 1999, Indian insurance was open for 
private players. 
Liberalization allow to the foreign companies to enter into insurance 
market with Indian partners. Most of the foreign insurers joint hand with local 
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market. India provides immense possibilities to foreign players, because it is 
world most populous country having a billion of people. 
At present there are 14 foreign companies those are doing work with 
Indian companies. The fund generated by the state owned insurers have been 
diversified with other new insurers; we should wait and see now the new 
players are going to boost up our economy. 
2. Competition 
The private and foreign entrants in insurance industry made difficult for 
other to retain their market. Higher customer aspirations lead to new 
expectations and compel them to move towards the insurers who provide him 
best service in time. It became less viable for them even to maintain the 
functional net work or competitive standards and services. To survive in the 
industry they analyze, the emerging requirements of the policy holders insured 
and they are in the forefront in providing essential service and introducing 
more products. Thereby they became niche specialists, who provide the right 
service to the right person in right time. 
3. Information Technology 
The insurer are the earlier adopters of technology, because of the 
information revolution, customers are free to choice from a wide range of new 
and innovative products. The insurance companies are utilizing the information 
technology applications for better customer services; cost reduction, new 
product design and development many more. 
New technology gives policyholder/insured better, wide and faster 
access to product and services. The impact of information technology in 
insurance business is being felt at an accelerating pace. In the initial years IT 
was used more to execute back office function like maintenance of accounts. 
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reconciling broker accounts, client processing etc. with the advent of "database 
concept". These functions are better integrated in an administrative efFiciency. 
The real revolution however emerged out of internet boom. The internet 
has provides new branch distribution channel to insurers. The technology has 
enabled the insurer to provide new products, better customer service and deeper 
and wider insurance coverage to them. At present insurance companies are 
giving customers a distinct claims ID to track claims on-line, entering on line 
enrollment, eligibility review, financial reposting, billion and electronic funds 
transfer to its benefit clan customers. 
4. Product Innovation 
The insurers are continuously innovating new product based on forward 
looking models. They have developed new products, addressing the new 
challenges in society and the hazards from new environmental issues. 
Companies will need to constantly innovate in term of product development to 
meet ever changing consumer needs. Under standing of the customer will, 
enable insurance companies to design appropriate product, determine price 
correctly, and to increase profitability. Since a single policy can not meet all 
insurance objectives, one should have portfolio of policies covering all the 
needs. 
Product development make possible by integrating actuarial, rating, 
claims and Indus ration system. In this present scenario, insurance companies 
enriching their share. Moreover, with increased commoditization of insurance 
products, brand building is going to play a vital role. 
5. Distribution Network 
While the companies are successful in product innovation, most of them 
are still grapping with multi distribution channels for capturing maximum 
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market share to build brand equity, and effective customer relationship as well 
as cost effective customer service. 
While the traditional channel of tied-up advisors or agents would be the 
chief distribution channel, insurer should innovate and find new method of 
delivering the product to customers. Corporate agency, brokerage, e-insurance 
co-operative societies are channel which can be tapped by insurer to reach the 
appropriate market segment. Now days the urban masses are tapped with the 
new techniques provided by information technology through internet. Rural 
masses are attached by the consultative approach adopted by insurers. 
Moreover they attract the customer through telephone and mobile also. 
6. Costumer Education and Services 
Insurance is a unique service industry. The key industry drivers are 
related to life style issues in terms of perceiving insurance as a saving 
instrument rather than for risk cover, need based sealing, quality of service and 
customers awareness. 
In the present competitive scenario, a key differentiator is the 
professional customer service in terms of quality of adviser on product choice 
along with policy servicing. Service focus is on enhancing the customer 
experience. This call the effective CRM system, which eventually creates 
sustainable competitive advantage and enables to build long lasting 
relationship.'^ 
3. Pension: Reformation toward the Privatization and Globalization 
The reformation in the Indian pension sector define under the following 
heads-
1. Existing Indian Pension System and its Difficulties 
India does not have a comprehensive old age income security system. 
There are however, some mandatory scheme for employee of state and central 
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government, public sector bank, employee in firms and some others. In recent 
years, the insurance and the mutual fund industry in India also started offering 
pension plan. In 2004, a new defined contribution individual account pension 
system was constituted for central government employees recruited after 
January P' 2004. Now this is open for all employee." 
The existing Indian pension system arrangements divide into few 
categories which are as follows-
1. Pension Schemes in the Formal Sector 
Formal sector pension scheme in India divided under few categories 
which are as follows-
1.1. Pension Schemes in the Statutory Framework 
The scheme under statutory framework divided in some categories 
which are as follows-
1. Provident Fund with Retirement Benefit Schemes 
Employee's Provident Fund Scheme 
The employee provident fund programmed, established in 1952, is a 
contributory provident fund providing benefits upon retirement, resignation or 
death, based on the accumulated contributions plus interest, from employers 
and the employees. Subscribers to the EPF have the option to make partial 
withdrawals for specified purposes such as house construction, higher 
education for children, marriage, and medical expenses associated with illness. 
Establishments covered by the EPF can either have the EPO management in 
respect of the provident fund, or can undertake process to quality as an exempt 
establishment, whereby they manage the provident fund themselves.'^  
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But while the EPF is an individual account DC system, the existing rule 
governing EPF do not cater to steady accumulation of pension wealth over long 
time spans. If the observed average accumulated EPF balance at retirement 
were used to buy an annuity, it yields a pension which is 9% of per capita GDP. 
It is difficult to reconcile this failure of EPF with high level of the 
contribution rate in EPF. Just one year of contribution of Rs 2,500 at age 20 
can yield pension wealth of roughly Rs. 25,000 at age 60, in a properly 
designed pension system. The failure of EPF to build up meaningful pension 
wealth may be related to administrative difficulties where accounts get closed 
or lost across job changes.'^  
Employee Pension Scheme 
The Employee pension scheme established in 1995 provides for the 
payment of member's pension upon the member's superannuation/ retirement, 
disability, and widow/widower pension, and children's pension upon member's 
death. The EPS program has replaced the erstwhile family pension scheme. 
Employers that are not mandated to be covered may voluntarily apply for 
coverage. The new scheme, known, as the Employee Pensions Scheme is 
essentially a defined benefit program provide earning related pension on 
superannuation, disability or death. Thus, EPF members are now eligible for 
two benefit streams on superannuation a lump sum EPF accumulation upon 
retirement and a monthly pension from the EPS. 
The amount of the pension benefit is based on the employee's average 
salary during the final year of employment and the total number of years of 
employment. Under the EPS, members must have completed the minimum 
prescribed years of service and the prescribed years of retirement age. 
Exemption from the EPS is allowed, but in this event, the employer will have 
to cover the government contribution.''* 
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But in the case of EPS concern has been express about the funding status. 
Under the EPF the interest rate fell dramatically, from about 10 years and some 
modest improvements in mortality take place in this period. However there is 
no change in either the contribution rate or benefit for EPF while the mandates 
that an actuarial report should be produced every year, it appears that one 
report per year has not been produced, and several recent reports have not been 
released into the public domain.'^  
Employee Deposit Linked Insurance Scheme 
The EDLI scheme was established in 1976. This program provide lump 
sum benefits upon the death of the member equal to the average balance in 
member's EPF account for the 12 months preceding death, up to Rs. 25,000 
plus 25 percent of the amount in excess of Rs. 25,000 up to a maximum of Rs. 
60,000. Contributions received are kept in Public Account and earn an interest 
of 8.5%.'^ 
2. Group Pension Scheme 
These Schemes comprises saving and group annuity scheme of life 
insurance companies. Under these schemes the interest rate has been decide as 
per the market rate, which distort the allocation of savings. In particular, saving 
intermediated through mutual funds and market based instruments in financial 
and capital markets are adversely impacted. 
1. 2. Pension Schemes in the Government Regulations 
These schemes are also divided under some categories which are as 
follows-
1. Schemes Introduce by the Central Government Regulations 
The structure of retirement schemes for the civil servants at the central 
government levels are broadly similar, consisting of three types of retirement 
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benefits. Civil servant receive non contributory, unfunded, defined benefit 
pension which is indexed for price and has fairly generous commutation 
provisions and survivor benefits. In addition, each employee is mandated to 
contribute a percentage of his salary to a government provident fund scheme. 
Finally civil servants also receive lump sum gratuity benefit based on period of 
service and the salary level.'' 
In the case of civil service pension schemes, the central problem has 
been of fiscal stress. The pension payout of the centre government rose at a 
compound average annual growth rate of 18% over a few decades. These 
schemes were designed in world where most workers who retired at 60 were 
likely to be dead by 70. The value of the annuity embedded in these schemes 
has gone up dramatically owing to the elongation of mortality in recent 
decades. 
The information systems surrounding these schemes are extremely 
weak. No information is available about autonomous bodies, grant-in aid 
institutions, and local government. The demographic structure of workers or 
pensioners is not known, which inhibits computation of India's implied pension 
debt.'* 
So, due to the reasons of complexities of civil services pension schemes, 
government took some bold steps. 
From January 2004, new entrants of the central government have been 
placed under New Pension Scheme which is a portable defined contribution 
scheme. Under NPS no pre retirement withdrawal are permitted. At age of 60, 
the accumulated balances are divided between mandatory annuities which the 
remaining can be withdrawn as lump sum. 
2. Schemes Introduce by the State Government Regulation 
In principle, each state has the freedom to design pension plan for its 
civil servants. In practice, states usually adopt the pension schemes followed by 
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the centre with relatively minor modifications. As the result states with 
different fiscal capabilities end up having similar pension schemes; this 
practice has severally affects the ability of poorer state to meet their wage and 
pension liabilities, and still leave aside resources for meeting social and 
infrastructural needs. 
2. Pension Schemes in the Informal Sector 
The life time poor are provided assistance through the social assistance 
schemes, both at the central and state levels. The schemes are usually means-
tested and targeted at the destitute and poor and the infirm population over the 
age of 60 years. The pensions under these schemes are expected to provide 
between Rs. 55 - 300 Rs. per month, but their coverage is limited to between 
10 and 15% of the elderly population. In addition, these schemes are usually 
under, poorly targeted and suffer from significant leakages. At present, 
majority of the workers in the informal sector are protected only through the 
efforts of welfare bodies, the community, or NGO's. 
3. Pension Schemes in the Governmental Organization 
The governmental organization include public sector enterprises such as 
public sector insurance companies and banks and central bank called Reserve 
Bank of India, electricity board, state oil companies etc have their own pension 
schemes, which are managed by the concerned enterprise with little regulatory 
oversight or supervision. The schemes are usually contributory in nature, but 
details about schemes design and their actuarial sustainability are not publicly 
available. Therefore the professionalism with which these schemes are 
designed and administered is also not known. 
4. Pension Schemes in the Non Governmental Organization 
These refer to the employer sponsored schemes that are not statutory, 
not regulated by the government but these schemes provide post retirement 
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income to the employee on the regular basis. These schemes governed by the 
private manager as well as by the life insurance corporation as per the rules of 
income tax. These schemes are defined contribution in nature. Under these 
scheme liabilities define by trust fiind-authorities.'' 
2. The Need to Reform Existing Pension System 
The pension reform is subject of active debate in India, today for several 
reasons. 
First and foremost, the coverage of the current complex of pension 
programs is extremely narrow. Roughly 11 percent of the current working-age 
population participates in mandatory, formal programs designed to provide 
income security during old age. Moreover, these participants, salaried 
employees in the formal private sector and government are among the highest 
income workers in India. Almost 85% of workers operate in the relatively 
informal sector of the economy and have very little ability or opportunity to 
save for old age. 
Second, the retirement schemes for workers in the formal private sector 
are complex and have performed inadequately. Two funded programs - the 
Defined Contribution Employee's Provident Fund and Defined Benefit 
Employee's Pension Scheme, invest contributions to retirement fund and insure 
against a variety of income disruption risks. The investment options are highly 
regulated and have yielded low returns. Moreover, premature withdrawals are 
freely available. Consequently, despite a very high contribution rate, funds 
remaining to provide income support in old age are often inadequate. It is 
highly likely that the Employee Pension Scheme has a fundamental imbalance 
between contributions and benefits, especially given its restrictive investment 
regulations. 
Third, civil servants are covered under non-contributory, pay-as- you-go 
pension system; (CSPS) Civil Servant Pension Scheme administered by both 
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the central and state government and a separate government wide provident 
fund (GPF) has been constituted. The CSPS has a high dependency rate - the 
ratio of beneficiaries' workers - partly because of special provisions for the 
military. Absence of reform in this plan is likely to place increasing pressure on 
the budget in the years ahead. Contributions to the GPF are deposited in the 
government of India public account. These funds are not segregated and 
invested, so the fund operates essentially on a pay-as-you-go-basis providing a 
source of financing for the government. Reform is important not only to 
achieve social objectives, but also to reduce the government's contingent 
liabilities. Three aspect of current system create fiscal risk (1) the CSPS will 
became an increasing burden on budget; (2) the EPS is employee pension 
scheme likely under funded, and the budget has ultimate responsibility for 
benefits, and (3) retirement saving receive preferential treatment under the tax 
system, allowing higher income workers to reduce their tax liabilities. Reform 
will have limited effect in the short term but is critical to protect government 
finances is the medium to long term. 
3. EfTorts Taking to Reform Pension System 
In response to growing concern about the current system of provident 
and pension funds, and its likely adverse impact on poverty amongst the 
elderly, a number of groups have been evaluating how the current system 
should be changed. In 1994, the World Bank has completed work on project; 
"Averting Old Age Crises" in which World Bank analysis to old-age income 
security and suggested a set of reform options for consideration. On a parallel 
track, the ministry of finance has convened a committee to evaluate reform 
options for civil service retirement plans. Each of these efforts builds on the 
seminal work of the old age social and income security project. In 1999, the 
Ministry of Social Justice and Empowerment asked an eight member expert 
committee that constitutes project OASIS to examine the current vehicles for 
retirement saving and recommended changes to encourage saving by a broader 
cross section of employees. 
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Old Age Social and Income Security Committee Recommendations 
The committee report (OASIS 2000) deals many of the problems with 
the current system, including the need to isolate retirement saving policy from 
politics, better target tax incentive, and reach out to the informal sector. To 
achieve these goals, the committee recommended that the existing scheme be 
augmented by a system of individual retirement accounts (IRAs) with the 
following features-
1. IRAs would not be linked to employers, but rather to workers, and 
each worker would be given a unique account number that would not 
change with payment. 
2. To ensure accessibility to a broad cross section of the labour force, 
the minimum contribution would be initially set at Rs. 500 per year, 
with flexible conditions for payment, in order to encourage 
participation by workers who do not have a steady income. 
3. To minimize transaction costs (1) a system of "point of presence" 
would be established to collect contributions and distribute benefits, 
by the post office bank etc. and (2) a depository would be created to 
poor individual contributions into large blocks of funds, which 
would them be passed on to fund managers. The depository would 
also be the main record keeper. 
4. To give workers a choice regarding the investment of their funds, 
and to substantially increase return from their historical levels, a 
system of six competing private pension fund managers (PFMs) 
would be established. Each PFMs would offer three investment 
portfolios, distinguished by level of risk and return, from which 
workers could freely choose. 
5. At retirement at age 60, workers would be required to use at least a 
portion of their balances to purchase annuities from insurance 
companies. The report suggest that with the recent liberalization of 
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the insurance sector a competitive market of annuities could emerge 
in the near to medium term. 
6. To narrow the focus of plan on retirement, the proposed system bans 
early withdrawals, except where accounts balance exceed Rs. 
200,000. Even in these cases, the withdrawals would be subject to a 
10 percent tax to discourage such behavior. The plan would allow 
workers to takeout loans of up to Rs. 5,000 against outstanding 
balance that exceed Rs. 10,000. However, in such cases subsequent 
contributions would first be applied towards loan repayment, so that 
in subsequent years minimum contributions would equal the sum of 
loan repayment and Rs.500. 
7. To ensure the smooth functioning of the system, prevent abuse and 
fraud, and safeguard workers' investments, an independent regulator 
would be set up to license PFMs, oversee the entire system, 
disseminate information about the performance of the PFMs and 
make improvement to the system where necessary. 
8. To encourage individuals to purchase annuities upon retirement, all 
lump sum withdrawals would be taxable, while income from 
annuities should be tax exempt. 
9. A National Senior Citizen Fund would be established to encourage, 
catalyze and complement private sector efforts to improve the quality 
of life of the elderly. The present government contribution to the GPs 
would be redirected to this fund for three years to provide initial 
capital, and then discontinued. In addition, 25 per cent of all 
premature and lump sum withdrawal taxes will be deposited in the 
fund. 
10. With respect to existing provident and pension funds, the OASIS 
report makes the following recommendation-
1. The EPF should be restructured along the lines of the IRA program, 
with premature withdrawals curtained, workers given the option to 
68 
switch to the IRA plan and exempt fiind switching over to same 
investment strategy used for the IRAs. 
2. Government contributions to the EPS should be discontinued and the 
EPS should (1) implement a uniform 10 percent (employer) 
contribution, (2) adopt the IRA investment guidelines, (3) perform an 
annual actuarial review and adjust parameters to assure the system in 
self-financing, and (4) more away from lump sum distributions 
toward annuities. 
3. Because the Ministry of Finance has already appointed a committee 
to review the CSPS, the OASIS committee recommended only, that 
the system be made contributory and put on a self-financing basis. 
4. The PPF (Public Product Fund) should phase out its current system 
and channel all new contributions into a new fund (PPF-2) that does 
not rely on small saving instruments, segregates its funds from the 
public account, and manages them professionally in an open and 
transparent fashion. 
5. NOAPS should be continued because, despite its limitations, it still 
plays an important role. 
6. The government is seriously considering reforms along the lives 
recommended by project OASIS.^ ' 
While the debate amongst various stakeholders was going on the OASIS 
Report submitted in January 2,000, the Minister of Finance in Budget speech in 
Feb 2001 announced the appointment of two committees was constituted; one 
was IRDA and second was Bhattacharya Committee to make suggestions for 
the government employees and the non government's employees. 
Insurance Regulatory and Development Authority Committee 
Recommendations 
This committee recommended regarding the reforms in the Indian 
pension sector in the following terms-
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1. Establish a system based on privately managed, individual funded 
defined- contribution accounts. Lump sum payment and annuity on 
retirement would be actuarially determined based on fund available. 
2. Private assets management functions ofEPFO and exempt funds and 
allow private insurance firms to provide annuities. Increase coverage by 
covering more firms and by eliminating the present salary ceiling of 
Rs.6500.Phase out government subsidy of 1.16 %. 
3. For person not covered by any scheme, allow a limited number of 
private assets manage to operate, each offering three management 
portfolio options. Participation would have choice among fund managers 
selected through competitive binding process regulatory authorities. 
4. Employers and fund managers responsibilities to participants would be 
that of 'principal' and 'agents' and fiduciary in nature. Fund managers 
would work for a fee with no performance guarantee. However, it is 
hoped that with expert management skill and wider investment choice, 
participants would be better off than presently available through publicly 
managed fund.^ ^ 
Bhattacharya Committee Recommendations 
The recommendations of this committee are as follows-
1. A funded defined benefit, pay-as-you-go scheme, or a pure defined 
contribution scheme is not suitable for government employees; instead a 
hybrid defined benefit/ defined contribution scheme is recommended. 
This is a two tier scheme. In the first tier, there is a mandatory 
contribution of 10% each by employers and by employees. The 
accumulated funds would be used to pay pension in annuity form. The 
second tier is to promote personal savings and there is no limit for 
employee's contribution but employer's contribution would be matching 
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and limited to 5%. Accumulated funds can be withdrawn in lump sum on 
converted into annuity at the time of retirement. These payments would 
be tax exempt and portable if an employee changes job before retirement. 
2. Funds collected in the first tier would be deposited in a separate fund and 
would be invested in both debt and equity. Some funds earmarked for 
active fund management including for short term trading for better return. 
However, irrespective of fund performance, government would remain 
liable for pension to its employees based on predetermined benefit 
formula. 
3. Contribution obtain in second tier will have a separate institutional 
structure and employees would have a choice of funds to investment. 
Employee may decide to continue, quit, or swap among funds while in 
service. Government will not guarantee any specific rate of return. 
4. The new scheme would be applicable to new employee only 23 
On the recommendations of these committees the government of India 
introduces the Pension Fund Regulatory and Development Authority Ordinance 
in the parliament in the year 2004 which was cleared by the government. Again 
in the year 2005 the Pension Fund Regulatory and Development Authority Bill 
was passed by the government than referred to the Parliamentary Standing 
Committee for report which objected it on some points. So it is still in pending. 
But the government implement the New Pension System defines under the 
PFRDA Bill on the employees recruited at or after first January 2004. 
4. Present Scenario of Indian Pension System 
In India there has been a considerable debate and experience with 
pension reform, but no single idea, system or model has emerged. There has 
however been appreciated that from a practical policy point of view, a multi-
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tier framework is better able to address various pension-able risk than reliance 
on a single tier.^ '* 
Reformed Model of Pension 
After a broad discussion, three pillar systems recommended to provide 
for old age financial security. The three pillar are-
1. A mandatory, publicly managed, tax fmanced pillar for social 
insurance - (Defined Benefit Plan) 
This pillar resembles public pension plans, providing a social security 
net for the old and poor, particularly for those whose lifetime income was low 
or who can not afford to pay for building a reasonable retirement income. 
These are based on the principles of social insurance and are wholly financed 
by the state either out of general tax revenue or by some kind of special tax or 
cess. 
2. A mandatory, privately managed, fully funded pillar for old age 
saving- (Defined Contribution Plan) 
The second pillar requires that the people save mandatory for old age 
and benefits are actually linked to contributions. It should preferably be 
privately managed fully funded, and managed competitively. 
3. A voluntary, privately managed pillar for those who wants more 
protection in their old age 
The third pillar, voluntary savings and annuities, is meant to provide 
supplemental retirement income for people who want more generous old age 
pensions.^ ^ 
India does not have the first pillar as suggested because the government 
does not have enough resources to provide a social security safety net for aging 
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population, so funds have to come from working population who plan their 
own retirement and thus, the second pillar is the core programmed for the 
population. Recently India adopt a new system based on second pillar which 
known the "New Pension System." 
New Pension System 
In India, in the field of pension, there is a strong distinction between the 
issue of "accumulation phase", where a worker is accreting monthly saving 
through contribution into a pension account, and the "benefit phase", where the 
worker is retired and drawing down those savings. While the age retirement in 
India is presently 60, it is likely to shift to 65 years in coming decades, due to 
improvement in mortality. In this case, from age 20 till 65, for a period of 45 
years, the pension business consist of building up pension wealth using the 
service of fund managers. From age 65 till 85, for a period of 20 years, the 
pension business consist of producing pensions using the stock of wealth 
available at age 65. So to regulate this process recently the government of India 
introduces the NPS. 
Key Element of New Pension System 
The key elements of New Pension System augmented are as fallows-
1. An individual account, defined contribution system, 
2. Separation between the pensions sector (i.e. accumulation) and benefit 
which are purchased from annuity provider, 
3. A separate pension regulator, 
4. Probability of pension accounts across job changes and portability of 
pension assets across the multiple fund managers, and investment 
product. 
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5. A menu of investment choice through which assets volatility can be 
controlled by the individual, where equity investment is available as 
investment choice, 
6. Reduced pension assets portfolio volatility, using international 
diversification, 
7. A simple framework through which individuals face a choice between 
multiple fund managers and multiple assets classes, 
8. Central record keeping infrastructure, 
9. A focus on IT which will yield low transactions costs despite small value 
contribution and small value accounts balance, 
10. Rules that deter premature withdrawals but do not completely prohibit it 
11. Rules that encourage annuitisation but not mandate it, 
12. Tax treatment using an EET system. 
Unbundled Architecture of New Pension System 
Under the NPS the over all pension problem is broken up into four 
distinct components: front-end-service, record keeping, fund management and 
annuity production of unbundled architecture. The importance of these 
components is as follows-
1. For-End-Services 
The for-end-services are envisaged to be provided by the large existing 
network of bank branches, post offices etc, which would provide an off-the-
shelf network of offices. The reuse of existing infrastructure cuts the costs. In 
addition, the sharing of these "point of presence" by multiple different pension 
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fund managers eliminates the costs associated with a separate set of front-end-
officers in the country for each PFM. 
2. Recordkeeping 
Under the NPS, recordkeeping services envisaged to be centralized in a 
"Central Record Keeping Agency". This agency would produce new public 
goods for the pension sector. There would be a considerable role for the state in 
the contracting that will lead to the CRA. The CRA would know complete facts 
about every pension system participant; it would be able to give out 
comprehensive account balance account statements; it would be the single 
point at which instructions for switching from one pension fund manager to 
another would be supplied. The CRA will induce netting efficiencies by 
aggregating up instructions and contributions across all participants per day. 
and only executing the net transaction required with respect to fund managers. 
The CRA has strong increasing returns to scale. The use of such a central 
facility reduces the costs. 
3. Fund Management 
In case of NPS, the professional fund managers would perform fund 
management services. It is envisaged through roughly six pension fund 
managers would be required, each of whom would offer three standardized 
schemes. The use of these schemes would facilitate direct comparison of 
performance. The six managers would be selected through an auction process, 
which would focus on fees and expenses. The firm who bid the lowest sum of 
fees and expenses would get a contract to manage assets for system. The 
auction process is expected to result in drastically lower fees and expenses as 
compared with ordinary market process that have been in the mutual fund 
industry or insurance industry. Through this system, the participant would 
accumulate pension wealth. In the working year, a regular stream of 
contributions would go into the pension account. The participants would 
75 
choose between multiple competition fund managers, each of which would 
offer a comparable set of standardized three products. These products would 
induce commoditization, and lower fees and expenses. The investment return 
on these schemes would swell the pension wealth. 
4. Annuity Production 
When a participant reaches and seeks to obtain a monthly pension, he 
would be able to use some or all of the accumulated pension wealth in order to 
buy an annuity from the existing life insurance companies. The annuity is a 
product which converts a stock of wealth into a flow of monthly payments until 
death. This function is envisaged to be performed by existing life insurance 
companies.^ ^ 
Comparative Analysis of New Pension System 
The comparative analysis of NPS is define under the following heads-
1. Risk under different Plan (Defined Benefit v/s Deflned 
Contribution) 
Under defined contribution plans, variations in assets yields and assets 
prices or unexpected changes in longevity affect the pension that will be paid. 
Under defined benefit plan, pension-relevant surprises change how much the 
defined benefit will cost. In the first scheme, the pensioners takes the risk, 
while in the second, the provider of pension will take risk. Risk is inescapable. 
The choice between defined contribution and defined benefit plan 
depends on more than economic outcome. Individual values play a role as well, 
since choice involves a tension between the principle of individual 
responsibility and the competing principle of collective responsibility that 
mvolves sharing of costs and risks. Choice would depend upon to which group 
the individual belongs. Financially successful people believe in individual 
ownership and choice. They have many other resources to fall back upon, but 
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low wage earners want assured return ,^ which would guaranteed their well 
being. Unfortunately, most Indians are in the latter category. 
2. Management of Fund under different Plan (Publicly Managed v/s 
Privately Mange Fund) 
Under defined contribution plan the fund are privately managed. The 
private fund management industry in India typically charge 2 per cent as annual 
assets management fee, in addition to the brokers or commissioned sales staff 
charge, marketing or selling fee and then there are entry and exit load. Further, 
management often trades too much and generates soft commission and trading 
fees. Under defined benefit plan the employer or group of employer choose the 
investment manager and bear the risk. 
So even if the return under privately managed funds is slightly higher, 
the reason for return differential has nothing to do with privatization. It has 
more to do with the restrictions governing investment of fund. 
3. Investment Policy under different Plans (Investment Policy/Fort-
folio Diversification) 
Under defined contribution, the choice should be given to the employee 
in selecting investment fund, timing and form of withdrawals. It should be 
either voluntary or mandatory. The defined contribution plan suggests 
deployment of fund in the equity markets where return is significantly higher. 
The proposed pension system would offer three kinds of funds: safe income, 
balance income and good growth. The investment in this fund invests in the 
index funds. Later on actively managed fund offer to the pensioner. No doubt it 
is good option but some problems are still attach their. Employee does not have 
knowledge of investment to make sound choice and some may not wish to do 
so. In particular, they are concerned about the risk from poor investment 
choices and from the accident of retiring when the market value of assets is low 
or the cost of annuities is high. There will be call for the government to ensure 
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some returns for mandated charged for guarantee, are preferable to bailouts. 
This problem solved by the government guarantee principle suggested by 
defined contribution plan. If return are disappointing and the retirement 
account deliver less than the guaranteed level, the government will pay up, 8 
percent of the contribution. Under defined benefit plan, publicly managed fund 
invest in the diversified portfolio that includes stocks and indexed funds or 
showed they continue to be invested only in treasury and approved bond. 
So, when ultimate liability bear by the government under defined 
contribution plan which create the distort behavior of saver and provider, why 
the defined benefit is not better where fund totally manage and liability bear by 
the government. 
4. Government Liabilities under different Plan (Pay-as-you go v/s 
Separate Fund Creation) 
Under defined contribution plan the government create a separate fund 
in which employee vis a vis government made the contribution. The 
government contribution will be 5% of wages. This fund manages by the 
private fund mangers. When, the government pays the pension borrowed from 
the market that means from these fund managers. Under defined benefit system 
the government does not create a separate fund but on his own wisdom decide 
"pay-as-you go" system. 
So, the problem with defined contribution system is that the private 
agencies do not seem to be cost effective and the government does not exercise 
enough discipline in managing its own wage costs and associated pension cost. 
After the overall discussion the conclusion is that the first pillar is most 
effective, but in India the first pillar is almost non-existent. The government 
does have some poverty alleviation programmed but they are too insignificant 
compared to the country's needs and their implementation is mostly political in 
nature. In case of need, old people generally rely on immediate family 
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members and private charities. With the breaking of the joint family system, it 
has become inevitable that people plan for old age financial security while they 
are young and working. 
The second pillar is found mostly in the organized sector and is in the 
form of employment liked schemes. Against a working class population of 400 
million only 35 million have access to a pension system of these 35 million, 11 
million are in civil service and 24 million are members of various employee's 
provident fund and pension's schemes.^ ^ 
4. Concluding Remark 
From the foregoing analysis, it can be conclude that the privatizations is 
a mechanism whereby the activities of enterprises that once performed by the 
government and its employees now managing by the private business entities 
and individuals, often with much better results in terms of costs, product 
innovation, quality of services etc. The privatization achieving these results by 
replacing the government monopolies with the competitive pressure of market 
places to encourage efficiency, quality and innovation in the delivery of goods 
and services. 
The decision of the government for privatization of insurance sector has 
achieving a good progresses but the process of privatization in pension sector is 
now in pre mature stage because there is no better mechanism for the proper 
regulation of pension sector by the hand of private regulator. 
So there is need of much consensus about the proper regulation of 
pension sector and better regulation of insurance sector. 
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CHAPTER-3 
INSURANCE AND PENSION: ERA OF PRIVATIZATION AND 
GLOBALIZATION; A CRITICAL APPRAISAL 
1. Introductory Outline 
Under the New Economic Regime of liberalization, privatization and 
globalization, insurance companies face a dynamic global business 
environment. Radical changes are taking place owing to the internalization of 
activities, the appearance of new risks, new types of covers to match with new 
risk situation, and unconventional and innovative ideas on customer's service 
are required. Low growth rates in developed markets, changing customer needs 
and the uncertain economic conditions in the developing world are exerting 
pressure on insurer's resources while testing their ability to service. The 
existing insurers are facing difficulties from non-traditional competitors that 
are entering in the retail market with new approaches and through new 
channels. The basic premise of globalizations is opening up of new service 
market to provide the developing countries with new opportunities for the 
expansion of trade and economic growth. 
The rapidly changing economic scene, the political attitude, social 
values and structures, cultural patterns, developments in information 
technology have transformed life styles in urban and rural areas. The 
Commutative impact introduces an element of uncertainty in the possible 
developments in all sectors. At the same time insurance industry also does not 
remain untouched. Development in other part of the world, which is witnessing 
sweeping changes in terms of convergence of financial and insurance markets 
through banc-assurance, replacement of reinsurance contract by financial 
instruments, sale of insurance through unconventional distribution channels 
and consolidation through mergers and acquisitions will also have their impact 
on the Indian insurance industry. Till the year 2000, the insurance industry was 
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a government monopoly and is new experiencing cut-through competition 
because a number of players have entered into the Indian market in the form of 
Joint venture with Indian private partners. Consequently Indian insurance 
industry has closely integrated with world economy thereby making imperative 
for insurance to operate outside national boundaries.' 
At present 312 million middle class consumers in India have enough 
financial resources to purchase insurance products like pension, health care, 
dividend benefit, life property and auto insurance. Only 2.5 per cent of this 
insurance population, however, has insurance coverage in any form. The 
potential premium income is estimated at around US $80 billion. This will 
place India as the sixth largest market in the world.^  
It is rightly pointed, that the pension system in India is still in its 
infancy. There are generally three forms of plans; provident funds gratuities, 
and pension funds. Most of the pension schemes are confined to government 
employees. But the vast majority of the workers are in the informal sector. As a 
result, most workers do not have any retirement benefit to fall back on after 
retirement. Total assets of the entire pension plan in India amount to less than 
USD 40 billiion.^  
Therefore, there is a huge scope for the development of pension funds in 
India. The finance minister of India has repeatedly asserted for the privatization 
of pension system in India. On this assertion NPS was introduce in the year of 
2004, than PFRDA Bill was present in 2005 in the parliament but it is still in 
pending. Now the Indian pension system is in pre-mature stage of privatization. 
If, the Indian insurance and pension system, has been analysis, it is 
observed that definitely the benefit will be to people from the privatization, but 
it is general tendency, not any thing provides only benefit, there will always be 
a possibility of some harm. Under such situation responsibility comes on the 
government that, there must be about 80% benefit which can cover 20% harm. 
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Same situation are founded under insurance and pension sector in this era. No 
doubt insurance industry progress after privatization and pension sector will be 
at the way of progress but there is need of some future directions for much 
benefit than the harm. 
2. Insurance: Era of Privatization and Globalization 
The insurance industry affects money, capital market and the real sector 
in an economy, making insurance facility necessary to ensure the completeness 
of a market. It is an industry with strategic importance for any country as it 
contributes to the financial sector as well as confers social benefit for the 
society. At the micro level an insurance policy protects the buyer against 
financial loss arising from a specified set of risks at some cost. It thus reduces 
anxiety and promotes financial stability by providing much needed social 
security net, especially in times of crumbling family ties and nuclear 
households in developing countries. Despite the obvious advantages of 
insurance, India was one of the least insured countries in the last few decades 
of the 20th century. In 1999 per capita insurance premium in developed 
countries was very high, whereas in India is very low (per capita insurance 
premium is only $8 and premium as a parentage of GDP stood at 2% in India). 
It was evident that something needed to be done to tap the potential for 
fiirther growth. With privatization of traditional public sector business like 
banking, power, telecom and airlines gaining momentum in 1991, the 
government also realized that the opening up of the insurance sector could lead 
to enhancement of insurance penetration within the country by leveraging on 
the rising per capital incomes are rising literacy rates. The life insurance sector 
was thus opened for private entry in the year 2000 with the passing of the 
IRDA Act. Opening of the sector to private firms was aimed at fostering 
competition and innovation through a greater variety of products. It was also 
looked at as an avenue for generating greater awareness on the need for buying 
insurance as a service. About 10 year has been passing since liberalization of 
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insurance sector, so it is right time to analyze the emerging scenario with the 
consequential expectation from the insurance industry.'* 
1. Insurance: Governmental Goal behind the Privatization 
The chief reasons that the government increasingly chooses to 
privatization of insurance sector are clear. The government chooses the 
privatization in order to improve the performance of the firms through the 
discipline of private ovmership, as well as to raise the revenue without raising 
taxes. The specific objectives articulated for privatization programs are often 
very ambitious, and most tend to mirror the goals voiced by the government 
during the early decades. These goals are as follows.^  
1. Privatization should Encourage Competition and Improve 
Insurance Penetration 
Insurance is a fast changing field and its full potential can be better 
exploited in a free market where dynamism and innovation is enrooted. This is 
possible when there is a judicious mix of regulation and healthy interplay of 
market forces. The under-developed insurance market in India offers enormous 
opportunities for growth if conditions are made favorable for them. For this is 
to happen there must be the large enough number of players so that none of 
them could individually or in combination with other, dominate the market. 
Even with the entry of limited number of players, the pressure from the 
market to improve performance and service is felt. Encouraging and building 
up meaningful competition is expected to encourage insurers to seek out new 
market potential more energetically. It will also widen the financial base in the 
economy and will provide an additional stimulus to capital formation and a 
more efficient use of capital. Due to this reason, the government of India, on 
the recommendations of Malhotra Committee, open the low entry barrier for 
private player and stipulate to the minimum number of live to be cover by the 
private player in the rural and the social sector. The result is that the ail 
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companies operating with equity substantially higher than the requirement. 
Now the insurers have consistently achieving higher figures than the given 
target.*^  
2. Privatization should innovate through Products which suit 
Customer Better 
Indian is under insured but there are more than enough rooms for 
everyone, if new players reach the previously neglected sectors and areas, 
introduce a new product range and offer more cost effective and efficient 
customer services. There is no reason to prevent them from doing so, because 
the government privatized the insurance sector. 
The result is that the new players following on improving products 
range, on this line some new products such as Term Insurance Plan, Whole 
Life Plan, Endowment plan. Single Premium Plan, Anuanities and pension are 
introduce by the private player. The terms and conditions of these policies are 
customer oriented, meaning thereby as per the needs of the customers which 
providing benefit in terms of their return.' 
3. Privatization should improve the Service Standard of Insurance 
The government can not perform all the functions with equal efficiency. 
The regulatory role, promotional role, entrepreneurial role and planning role 
have not been fully discharged by the government.' Due to this reason the 
government opens the door for private players under the government mandate 
of a minimum capital requirement of 100 crores, of which a maximum of 49% 
stake can be held by a foreign parmer as equity. The government appointed 
IRDA a whole sole Regulatory body to the whole insurance business. 
The result is that there is improvement in the business standard of 
insurance. The most of the private players are appointing "Actuary" Enquiry 
Officer after taking approval firom the IRDA. The 'Actuary' decide the 
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eligibility criteria for any business traction and no insurer can transact any 
business unless the approval of the Actuary. If any fraud has been committing 
in business, the Actuary will be responsible for them. The Actuary will be 
responsible for stability and solvency of the insurance company. The insurer 
are appointing agent for the expansion of their business. The appointment 
criteria for the agent are decided by IRDA. The criteria is that the agent must 
be a person who complete 100 hours training class from any Insurance Training 
Institute and possess certificate of this training. After that he clear the exams 
conducted by Insurance Institute of India. 
The insurer have right to advertise their business but such advertisement 
must be under the prescribed limits of Advertisement Code. The insurer also 
have right of formulating Insurance Regulations for addressing policy holder 
and their prospects. The twelve such types of Ombudsman Institution has been 
set-up by the government countrywide to address consumer grievances within 3 
month.^  
4. Privatization should Increase Efficiency in Allocation of Resources 
by the Dynamic Management Portfolio 
In India a multiplicity of authorities, each one with its different rules and 
norms, complicated decision in relation to investment, instead this there is an 
insistence on strict prudential supervision, of investment by insurance 
companies by the government. The longest duration funds are those which 
pertain to whole life insurance and pension plans. Endowment plans also 
entrust peoples savings with the life insurers for a period of time and so do 
variable assurances. Naturally, it is obvious that the fund managers should have 
the freedom within certain parameter to select both the asset allocation policy 
and the choice of investment. 
So first of all there is one opinion which favors setting up of such an 
umbrella organization in India too, so that all decisions relating to financial 
matters will emanate from one sources and will have some uniformity. 
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After all, in a competitive environment, each company will try to out 
form others, and will therefore, try to give better returns to its customers, for 
this it may be consider investing in assets other than mandated instruments, for 
which, within certain parameters, freedom should be available to investment 
management.'° 
So the IRDA has been established as a parent regulating authority for 
insurance companies and remove the governmental monopolistic barriers from 
the insurance players. The insurance players today are expected to invest the 
funds judiciously with the combined objectives of liquidity, maximization of 
yield and safety by confirming to the Authority's guideline on investment. An 
investment policy has to be submitted to the Authority by the insurers before 
the start of an accounting year for efficient resources allocation. 
At last the insurance shifts from monopolistic attitude to privatization 
improve to the operating profitability, investment yield, and marketing and 
actuarial efficiency ratios of the insurers over the past year. 
5. Privatization should bring about Change in Consumer Outlook 
The various aspects of the economic policy affect the growth of 
insurance market such as taxation policy of government deeply affect to the 
insurance sector, which is particularly relevant for life insurance, is also a long-
term contract and inculcates among the policy-holders the habit of saving. 
Taxation of returns on investment influence, investment decisions and high 
rates of taxation will discourage the desire to save. In India, there were 
complaints that the rates of return on life policies are not what they could be. 
Therefore, tax incentives played a vital role in determining the attractiveness of 
such policies. Best consumer favor risk product i.e. term insurance over purely 
savings oriented policies.'' 
Due to this reason the government privatized to the insurance companies 
and tax charge only on the life policies rather than non-life policies. The resuh 
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is the role of insurance is undergoing a phenomenal change today as is evident 
from the product bouquet and the product advertisements. The emphasis lies on 
insuring oneself and ones close family member for more self reliance more. To 
meet the varying needs of various individuals the insurance players have a vast 
foray of products in their bouquet. Besides this, almost all companies offer the 
flexibility to the customers to choose the most suitable product for themselves 
by combining features of a number of products together. Thus the product can 
be customized to suit the customer as per their needs. 
To change the consumer outlook the insurance companies today have 
widened their distribution channels by approaching prospective customers 
through agents, brokers and banc-assurance. With information technology 
revolutionizing the financial sector, another channel has been made available 
for selling which is the internet. 
These types of activities of private players changing the outlook of 
consumer.'^  
2. Insurance: Pitfall of Privatization; Unseen by the Government 
The entire thing in the world has some appeared and some hidden 
features, but people attract toward appeared features and neglected to the 
hidden features which pose the danger in future. Same thing was happen with 
the Indian government in respect of the privatization of insurance. Indian 
government gives importance only to the appeared feature and neglect to 
hidden danger. Some hidden dangers of privatization of insurance are as 
follows-
1. The privatization over playing the market in the insurance sector, 
meaning thereby that the new player doing well from a small base and 
achieving a staggering growth'^ The example is that the first year total 
growth rate of private player was of 153 percent and 101 percent in term 
of first year and number of policies respectively. But the market share of 
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Lie in respect of first year premium has fallen to 87.04% from 99.39% 
in 2002-03. The result of 13% contribution of private player within the 
third year of the opening up of the sector towards privatization is a 
significant variable as well as indication for the government that in 
coming few year, their will be private monopoly and governmental own 
public sector entities goes in much loss''* 
The privatization providing enough business to the private player instead 
of this that the nationalized player will continue to hold strong position 
in market share. The public sector insurance companies also increasing 
their product market by introducing the various new products such as 
Jeevan Mitra Triple Cover Plan, Bal Vidya Plan, Jeevan Mitra Plans but 
the policy-holder taking back their policies from the public sector 
companies and going towards private sector corporation because the 
facilities provided by private companies are much better than the public 
company under such situation private companies overtake to public 
companies.'^  
The privatization often overestimate the need for insurance expertise 
because the exact figures of some new business done by private player 
are not available, such as the business figure under Unit Linked Plan of 
ICICI, Birla Sun Life are not known to the customers. Under such 
situation the necessity of expert agent, broker and smart consultant are 
feeling by the customers. Such thing increasing the cost of insurance.'^  
The privatization increasing the importance of multinational 
corporations in the insurance as a Joint venture, which is considering as 
the most popular type of insurance alliance in this present era of most of 
the insurance company joint hand with player of foreign country such as 
SBI joint hand with Cardiff, ICIC with Production, TATA with AIG, 
HDFC with standard life, Bajaj-Allianze & Birla with sunlife. 
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But this is also true that several partnerships were broken down during 
the year of 2002. Probably the most dramatic breakdown took place 
between Hindustan Times (a newspaper group) and the commercial 
union of the U.K. The management of Hindustan Times realized that 
they are heavily reliant on a steady daily cash flow. 
Similarly, by the end of July 2000, Kodak Mahindra and Chubb 
declared their divorce. Dabur Group and Allstate also parted company. 
Allianz and Alpic broke their partnership.'^  So the brokage of present 
joint venture can be possible. 
5. Privatization increasing the exploration of new distribution and 
marketing channels, such as banc-assurance, corporate agency, and 
broking among both public and private sector player which increasing 
the cost of the insurance. Under such situation only strong back brand 
company such as SBI can stand and other goes back to home: 
3. Insurance: Challenge Pose by the Privatization 
After privatization, the life insurance industry saw a growth of 10.48 
percent in terms of first year premium income and 12.83 percent in terms of 
new policies sold. The size of the market for 2003-04 was Rs. 187.10 billion 
worth of the first year premium income with 28.6 million policies. There are 
extremely satisfactory statistics but certainly not path breaking; they reaffirm 
the belief that huge potentials still remain unexploited. Under such situation 
question arises whether privatization is a right decision? The answer is that the 
privatization is a right decision because it increasing insurance business but 
there are some lacunas which pose some kind of challenges before us, these 
challenges are as follows 
1. Insurance still remain a Tax Saving Tool 
The distribution of insurance, till recently, has been through individual 
agents. They may have sold insurance more as investment and tax saving 
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products. The feature of insurance cover and its ability to retain the financial 
status of the family in case of the death of the bread winner may not have been 
emphasized. This phenomenon is also seen recently where the sales of 
insurance continue move for saving and tax purposes rather than for pure 
insurance requirements. The sales of term policies which offer only a risk 
cover form a small percentage of the total sales of all insurance companies. 
Agents do not push to these products as the commission amount is lower than 
in savings products where they got higher commission amount. There is also a 
typical customer requirement of getting something back on survival that leads 
the agent to sell a savings plan. This leads to the phenomenon of under 
insurance as the customer believes that he has bought an investment plan and 
does not need to review his insurance needs frequently. The reality is that 
insurance needs change as per change in income, life stages, and life style of 
each individual and these needs have to be addressed frequently. However, the 
customer's treats insurance as an investment plan which is not revisited leading 
to the phenomenon of under-insurance. 
2. Inadequate Role of Intermediaries 
The practice of selling insurance as an investment has perpetuated over a 
long period of time and is fed by an agent's obvious need to maximize his 
income. Under such situation the agents educational position having a long-
term relationship with clients which resulting in much more income than 
maximizing income in the first sale. With this recognition, agents may 
recommend the right investment and insurance products that suit the 
individual's specific needs at different stages in their lives. Agents will first 
have to imbibe this behavior and then convene their clients that what is being 
recommended is in their best. Building a long term relationship is a lengthily 
and cumbersome process but with significant long term benefit. Agents will 
first imbibe this behavior and then convince their clients that is being 
recommended in their best interest." 
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3. Inefficiency of Banc-assurance as an Alternate Channel 
Insurance is not a business of banks. Banks start this business due to the 
reasons of the shrinking in banking business by which revenue of bank 
increase, when the contribution of insurance grow, which facilitate to the 
banking business. Banks generally have a service oriented culture as against 
insurance companies that have an aggressive need-based selling philosophy. 
The rubbing-off of this selling culture on the bank will also help the bank with 
its own core business. The banc-assurance is more people-related than the 
insurance company, instead of this that banks and insurance have same 
business objectives.^ " 
4. Inappropriate Regulations 
The IRDA has done a very good Job of ensuring a smooth transition 
from a single player market to a competitive one. It will continue to have a 
major role to play in the years to come in ensuring that each and every Indian 
citizen is approach with the right advise to cover the risk to his/her life and 
protect the family from adverse financial circumstances. But certain basic 
principle such as the regulations governing the training and licensing of the 
agent, the selling process, products, price etc. are not properly define by which 
real goal of insurance can be achieved. 
5. Defects in Growtli Strategy 
India is a large market and has considerable potential. Currently, the 
industry needs to focus on meeting the challenges of increasing penetration and 
achieving the right level of protection for all Indian citizens. It will require 
quite a few insurers to achieve this goal. Products, process, and procedures 
need to be devised and implemented by all companies that ensure that, over the 
long term, agents are recruited and tainted to sell the right products to their 
customers. This will ensure the success of insurers as not only will their 
revenues be higher but also their costs will be lower due to higher productivity 
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of agents, their lower tumor, and higher persistency of policies coupled with 
higher customer satisfaction. Putting this process in place will require time, 
effort, and capital. The pay-offs will occur in the long term. The growth rate of 
such companies will steadily increase over time. 
6. Expansion of Distribution Costs 
Increasing the distribution reach to less populated areas will increase the 
costs of insurers. Such costs will have to be estimated and priced into the 
products. Issues relating to cross subsidization may arise. Alternatively, 
insurers could introduce new products for these specific market segments and 
price then to recover the incremental costs of their distribution. Controlling the 
distribution of specific products through agents has always been difficult. 
Another method of controlling costs by increasing productivity is to get agent 
to focus on particular generic products. Historically, this has been difficult to 
achieve and may not be in the best interests of the customer. 
7. Inadequate Actuarial and Underwriting Skill 
Insurance requires special skill in actuarial and underwriting but these 
skills are inadequate in India. These skills are use by the foreigner partner of 
Indian domestic companies and taking benefit from the inadequacy of India in 
actuarial and underwriting skill. '^ 
4. Insurance: Future Direction towards the Privatization 
The insurance companies have a pivotal role in offering insurance 
products which meet the requirements and expectations of the customers and, 
at the same time, are affordable. The future growth of this sector will depend 
on effectively the insurers are able to come up with product designs suitable to 
our context and how effectively they are able to change the perceptions of the 
Indian consumers and make them aware of the insurable risk. The future 
growth also depends on how service oriented insurers are going to be. On the 
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demand side, the risk in incomes will trigger the growth of physical and 
financial assets. With the growth of infrastructure projects, the demand for 
insurance to cover the project and the risks during operations will increase. The 
other growth trigger is the increase in international trade. However, servicing 
of the large domestic market in India is a real challenge. Some of these 
challenges are pertain to the demand conditions, competition in the sector, 
product innovations, delivery and distribution systems, use of technology, and 
regulations.^ ^ 
To avoid these challenges and getting benefit from these challenges, 
some bold steps are necessary on the part of the government as well as insurers, 
which are as foUows-
1. Improvement in Product Strategy 
The product market scenario has already started witnessing some 
revealing changes which are indicator of what is to be expected. Product 
offerings can be classified into two broad categories as -
1. Customized high-end complicated products aimed at the high-end, 
financial-aware customer with risk appetite. Key-man insurance and 
ULIPs will belong to his segment. 
2. Simplified, OTC insurance products to cater the middle class and lower 
middle class segments. These products will essentially be a combination 
of endowment, money-back, and pensions in varying proportion. 
On other area of keen interest it can be imagine that what would be the 
future of ULIPs which have a very low proportion of risk cover and a very high 
proportion of investment and savings. 
It is pointed out that the IRDA is progressively moving towards 
development of insurance mainly as a protection device and the resistance from 
the mutual fund industry which sees insurance as a favored industry. We might 
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see a movement towards ULIPs with a less lop-side proportion of risk and 
saving. 
The postulate that the average size of policy will go down as the 
insurance companies' increase their geographical spread is not something that 
can be taken as a certainty. The counter argument is that the balance in the 
product mix of insurance will ensure that average premium levels per policy 
remain stable. Even if there bofforming is out, it will be marginal. The 
proportion of key man policies ULIPs and high value policy will ensure that 
the new age players manage their average policy sizes. So ULIPs with high 
returns and greater flexibility are also on course for contemporary demand 
pattern.^ "' 
2. Improvement in Service Level 
What makes the life insurance industry different from the other financial 
services is the long-term nature of the relationship of the company with its 
customers, often lasting a lifetime. The leaps in technology have us or track of 
the relationship with the customer and also given the information to analyze the 
changing needs/profile of the customers. 
Moreover, the life insurance business is highly complex with the 
evolving statutory regulations that IT system must deal with. Also with the 
emergence of multiple channels such as banc-assurance, corporate agency, and 
broking, the company's IT system need to be adapted with the system of 
channel partners without compromising the information flow. 
Some key benefits of technology have been reduction in turnaround time 
as well as multiple interaction points with the customer through emails, 
facsimile, websites, and. ATMs, to name a few, which have resulted in 
improved disclosure to policy holder.^ '' 
3. Stabilizing Monitoring Compliance 
As of now, significant expansion of the market through increased 
penetration is not evidence. Whether the sector is growing in absolute terms or 
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whether there is merely competition for existing business is a matter that call 
for strategic discussion specially in respect of monitoring compliance, between 
the insurers and regulator specific initiatives would be needed to achieve higher 
penetration and for moving up the ladder in comparison to other countries. So it 
is necessary to establish measurable benchmarks that will keep track on this 
developmental aspect of liberalization. 
So some important steps necessary in the field of monitoring compliance 
are foUows-
1. Effective Campaign for Consumer Awareness 
Increasing awareness of insurance among the consumer is a condition 
precedent for the penetration of insurance. Anecdotal evidence and empirical 
observations indicate that awareness of insurance among the consumer has 
improved substantially. This is attributing of effective campaign launched by 
IRDA and the combined impact of sustained wide ranging publicity by all the 
insurers. But insurance has been in spotlight at all times and in all fields.^ ^ Our 
insurance industry is weakling in respect of awareness campaign especially in 
the field of insurance because infrastructure of insurance company is week and 
they are not providing appropriate statistical data towards the pricing to the 
customer. To improve this companies launching campaign on the market 
education level. But these campaigns are not appropriate. So their must be an 
independent regulator to manage the campaign about the insurance in co-
operation with the insurance companies. 
2. Co-operation among the Public and Private Player 
Another sector yet to participate in the new paradigm in insurance is the 
cooperative sector. This sector too has sought special dispensations in terms of 
capital requirements though it is yet to carry it with conviction to the regulator 
penetration of insurance in rural areas would involve low-cost policies. The co-
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operative sector and the micro-credit organizations can play important roles in 
this regard.^ ^ 
In the life insurance sector, public and private sector insurers seems to 
be co-operating well in matters of common interest. Their approach to issues 
such as benefit illustrations, representations to IRDA and government, setting 
up of the mortality and morbidity information bureau, are examples of a mature 
approach to important common issues even as they compete in the field 
comparable trends are yet to be seen in the general insurance area. These gaps 
in coordination among the public sector companies are available. 
The general insurance is a complex business both in terms of its 
fundamentals and operating practices. A key feature of the general insurance 
market is its skewed structure in terms of rates and terms. More than 60 percent 
of the business is controlled by a centrally administered rate structure known as 
the tariff; innovations in these segments are difficult since policy terms as well 
as the price are externally determined. Competition has to be mainly on 
promise of good service and performance thereof The IRDA has recognized 
this but an action plan to move towards a free market rating regime with 
adequate safeguard is yet to be put in place. This, when it happens, will 
determine the future structure of the general insurance market in India, and this 
will happen when public sector done business in the cooperation of private 
sector. But in public sector companies, fear of competition, their remunerability 
in terms of observing price discipline, and conduct of their field force and 
support staff are anxieties that can not be wished away, and public sector are 
not cooperating with private sector, so there is need of a well directed measures 
must be taken.^' 
3. Removal of Structural Inefficiencies of Public Sector Corporations 
In short time since the market has been opened, the private sector 
companies have set a completely new paradigm of service in both life and 
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general insurance sectors. All companies have come up with benchmarks for 
each aspect of service and also internal measurement of quality. For instance, 
the structure, content, and appearance of documentation are comparable to any 
in the world. Best practices aimed at informing the customer in a transparent 
manner have indeed been brought in. These are more in evidence in life 
insurance possibly because of the long term nature of the business. Indian 
insurers in the public sector are responding slowly. Regulations have helped 
achieve standards of disclosure. Here again, in the life insurance sector, both 
Lie and new companies seem to have set high standards in settlement of 
claims. The general insurance sector has shown mixed performance perhaps 
due to the inherent nature of business. While the private sector general 
insurance companies have set good standards for claims settlement, the public 
sector insurers are yet to show resilience in the changed environment. This is 
sure to cause further dissatisfaction and consequent loss of good business. 
Though structural inefficiencies are stated as reasons for such a situation, the 
main cause seems to be a pervasive attitude problem coupled with a need for 
transparency claim handling. 
4. Promote Professionalism among the Intermediaries 
Some of the significant requirements introduced by IRDA to promote 
professionalism among intermediaries relate to minimum qualifications, 
mandatory training and passing an examination before a license is issued to an 
agent or a broker. The number of life insurance agent in the market has almost 
doubled to more than a million now. 
But there is not evidence yet to show that more agent in the new 
paradigm show higher level of professionalism than those before. The uglier 
aspects of competition have been seen in the training, examination, and 
consequently in performance of the agents. Drop-out rates are still very high 
and productivity is quite low. Intermediaries such as agents and brokers from 
all parts of the country will help to play a significant role if insurance is to be 
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spread to all segments and regions of India. The present trend does not seem to 
show significant improvement in the quality of the distribution force to achieve 
higher penetration. Insurance agency is not yet seen as a viable career in terms 
of income security and social acceptance. Structure of remuneration, limits 
imposed by law, flexibility of ownership, and transferability of agency are 
some of the legal rigidities that stifle the development of professionalism 
among intermediaries. 
Distribution is the key to development of insurance and achieving 
penetration. For the first time, we have licensed brokers in the market and their 
role will expand and develop. Increasing importance of banc- assurance is a 
trend of significance and in due course will lead to launching of products 
jointly developed by the insurance and the banking sectors. Induction of 
corporate agency as a distribution arm has also been a development of 
significance. Even these are happening. Some adverse developments 
attributable to misuse of the trust reposed by the regulator appear to have raised 
concern. Corrective measures are being introduced as reaction to lack of 
compliance. The insurance industry should observe rules and regulations and 
avoid a situation where the regulator is obliged to introduce on the spot or ad-
hoc directions instead of looking for systemic solutions that have a better 
chance of success in strengthening the market. 
5. Implementation of Self-Regulatory Measures 
In a healthy development, that IRDA has made known its intention have 
more self-regulating bodies for implementation of guidelines and ensuring 
compliance. The life and General Insurance Councils, the Actuarial Society, 
the Surveyors' Association, the Brokers' Association, etc. are examples. These 
are trusting and mature moves. Each player in the industry has a major 
responsibility in making a success of this approach. Lack of self discipline and 
consequent failure may result in frequent and rigorous regulatory intervention 
with attendant implications.^' 
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4. Adoption of Multi-Product, Multi-Channel and Multi-Segment 
Route 
The key to market growth is though in integrated approach which 
includes creating awareness about insurance, enhancing reach through cost-
effective distribution, and meeting customer needs through product innovation. 
A two-fold approach is required while adopting these drivers of growth: 
increase the depth of penetration in the existing product market segments and 
drive the width of penetration leading to market expansion by targeting new 
segments. Given the complexity of the industry, insurers will have to adopt a 
muhi-product, multi-channel, and multi-segment route to the market to achieve 
these objectives. 
Awareness creation must be in line with the creation of distribution 
reach to ensure that the last mile fulfillment loop is closed. The conventional 
distribution network comprises of physical networks of branches (direct 
channel) and agents tied to the insurance companies. In the future, there will be 
a plethora of channels allowing the customer to choose which channel he is 
most comfortable with. The options include agents, brokers, direct field force, 
telesales, banc-assurance, alliances, and the internet. 
With the advent of Broking Regulations in 2002, brokers have emerged 
as an important channel in the corporate segment. Brokers control at world 
wide close to 80 percent of the corporate business with the top two controlling 
more than half the total broking market. 
Banc-assurance is also gaining prominence. Nearly 60 percent of the life 
insurance sold in the European countries is through this channel. Banc-
assurance relies upon the vast distribution reach of banks and since they are in 
the business of providing financial solutions, insurance tries in nicely with the 
product basket. The insurance companies gain through access to an established 
network, familiarity of channel with financial products, and access to capital. 
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Banks gain through an enhanced product offering, fee income, and better 
utilization of their channels. 
On the retail front, there is a shift world wide to virtual channels like 
telemarketing and the internet which offer the twin benefits of unimpeded 
reach for the customers and low set up costs for the insurer. Most of these 
distribution channels are gaining prominence in India. As insurers seek to 
increase their market share and provide better service to their customers, they 
will increasingly explore these alternate channels of delivery to provide them 
with the necessary flexibility. 
In addition, most customers who have taken insurance of some sort are 
usually under insured in terms of the potential risks they are exposed to. This 
applies to individuals as well as corporate and insurances must constantly 
educate their customers on the need for adequate coverage. There are also a 
large number of under served segments such as senior citizens, rural markets, 
and NRIs whose needs are still unmet. The appropriate product solution 
delivered through the right channels will be the key to penetrate there market. 
Insurance product can easily be copied thereby limiting differentiation at 
the product level in such a scenario, competitive advantage will be gained 
through constant product innovation, cost effective distribution and quality of 
service delivery. This will allow the insurer to differentiate the overall value 
proportion offered to customer and adopt a pricing model based on the 
perceived value as against discounting. 
The effective deployment of IT is a key business driver with its ability to 
substantially reduce operating and distribution costs while providing 
readability. The strategic benefits of technology programmed such as straight 
through processing, enterprise application integration, and customer 
relationship management are well know but delivering the expected ROI on 
these investments is a key challenge. Success in this area will be determined by 
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an approach where IT is seen as a business enabler and where ownership of 
technology projects is rates with the business rather than with the IT 
department alone.^ ° 
5. Constitution of a Role Model for Banc-assurance 
The introduction of banc-assurance requires having appropriate 
awareness among bank employees and ensuring that they understand its 
mechanism. This involves a change in mindset and developing appropriate 
culture at the bank level. India had very little experience in this field and there 
were no role models. 
So there is necessity for role models for banc-assurance which set an 
appropriate pattern for banking mechanism in the field of insurance. Some 
features of this role model are as follows-
1. It is recognized that sales people work for incentives. So, it is essential 
to develop the desire incentive and get the bank employees interested in 
the same. This also requires working with finance department to ensure 
that performance is linked with the payment of incentives and 
developing appropriate MIS for the same. 
2. Interacting with the operations team and develop a CRM system through 
which the high, network cases can be closely monitored. 
3. Manpower and structure issues involve creating a single window 
concept and, based on this, appointing a dedicated project manager. 
Finding and hiring such resources is very critical. 
4. Monitoring of banc-assurance mechanism by holding regular meetings 
weekly meeting to quarterly review meetings. These meetings are also 
used to educate the bank staff and the management about banc-
assurance using presentations and the problem solving approach. 
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5. To management involvement is critical as the implementation of banc 
assurance-mechanism involves developing and uncalculating an 
appropriate culture in the bank. This is also important for creating an 
appropriate ownership about the scheme,"'' 
5. Insurance: Critical Analysis of Privatization 
1. Privatization: Sellout Insurance to Multi-Nationals, Foreign Joint 
Venture 
The recent moves of the government, incensement in foreign equity 
from 26% to 49% clearly indicate that government selling the insurance sector 
to the big multinational, foreign joint venture. 
The Lie with Rs. 6, 50,000 crore investible financial assets has the 
attraction of the investment modes provides much benefits. One can imagine 
insurance majors, having burnt their fingers in the global arena. Itching to gain 
control over this bounty with a relatively, small investment. LIC which for 
decades has been providing oxygen of cheap long term capital investment in 
infrastructural and social development in other words, our national building 
mission should not be allowed to fall prey to purely mercenary capital. But this 
is happen by the recent move of the government. 
The two aspects are worth nothing here. One is the observation of the 
world Bank- supported "Commission of Growth and Development" headed by 
Michael Spence, co noble laureate with Joseph Stiglitz: "The view is that 
foreign saving is an imperfect substitute for domestic saving, including public 
saving to finance the investment is a booming economy requirements" in lay 
term it means that national interest and foreign corporate interests are 
incompatible. 
Equally noteworthy is the indisputable fact that foreign institutional 
investors have withdrawn Rs. 1, 00,000 crore from the equity market this 
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calendar year till now. This is as per provisional data provided by the Bombay 
Stock Exchange (BSE) and National Stock Exchange (NSE). What is the 
guarantee that foreign players will uphold our interests above their own, when 
it comes to a financial crunch? 
Another equally disastrous move is the amendment to the General 
Insurance Business Nationalization Act, aimed at allowing the four public 
sector general insurance companies to disinvest their shares and raise resources 
fi-om the market. This steep to meet capital requirements is that the government 
is not in a position to provide them. Hence the initial public offering route is 
touted as the best option. In effect, it will pave the way for privatization of a 
fundamentally strong public sector. 
With total capital of Rs. 350 crore, all the four companies are adequately 
capitalized and have adequate provisions to meet the requirements of solvency 
margins. Their combined profit in 2007-08 was Rs. 2794 crore and they paid 
Rs. 449.49 crore as dividend to the government. Their combined investment in 
the Indian economy is Rs. 62,922 crore, and they maintain reserves and surplus 
of Rs. 13253.51 crore. Their asset worth is Rs. 79,198.47 crore. Any move to 
sound the privatization horn of such a sector would be deleterious to both our 
economy and national interests. 
2. Privatization: Linking Insurance to a Speculative Bubble of Casino 
Capitalism 
Another retrograde amendment sought in the Insurance Act is to relax 
the stipulation of the insurance funds be invested only in government securities 
and approved investments. Movement of these outside the country is expressly 
prohibited. Bowing to private demands, these funds may even been allowed to 
be parked offshore. In the prevailing volatile global share and stock market 
scenario it would be a sure recipe for disaster, since we would be voluntarily 
linking ourselves to the speculative bubble of casino capitalism. There are 
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some points for discussion on the hand, how much speculative money is 
moving around the worlds, as well as, how the size of the global real economy, 
in which goods and services are produced and traded, is estimated at $4.81 
trillion. On the other hand the size of the global financial economy, the total 
amount of stocks, securities and deposits, adds up to $ 15.18 trillion. The 
financial economy thus swollen to more than three times the size of the real 
economy, growing especially rapidly during the past two decades. 
Some caveats need to be entered here, in the glamour to attract foreign 
capital and especially in the wake of the collapse of American Imitational 
Group, the world's largest insurer. The sub prime crisis has devastated foreign 
insurance players. The insurance companies like MetLife, New York life, U.K. 
Prudential, Aviva, Fortis, and Allianz are undergoing turmoil in their countries 
of origin. Yet our confidence in their purposed expertise seems unshaken! How 
else can one explain the efforts to allow Lloyd's of London to enter the 
reinsurance market, so far as the exclusive domain of GIC of India? It is worth 
remembering that Lloyds was left financially hamstrung by the payment of 
$7bn, it made for Scottish windows in 1999. Let us also not forget that in the 
period from 1988 to 1992, it was rocked by losses amounting to $14.09 billion, 
which lead to an article in the wall street journal questioning "the ability of 
Lloyd's to continue as an on going force in the market place: should not we 
question the wisdom or rather the lack of it that can envisage lending 
hospitality to a company with such a track record. 
3. Privatization: Promoting Jealous among the Insurers, Public and 
Private Sector Corporation 
The goal behind the privatization was to ensure much better conditions 
for consumers, meaning thereby more product would be available and the 
premium rate would fall, even the nationalized public sector companies would 
be force to deal with such reality of competition. 
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But the result is negative the companies not only private players but 
public players increasing the rate of premium and reducing the number of 
policies offer. Privatizations promoting a jealous attitude among private and 
public players, both are anxious to show profit on all lines of activities. 
What this means most starkly is that the cross-subsidization which was 
characteristic of the insurance sector earlier, and which indeed is typical of 
most public sector service provision , is disappearing. Now however, the 
general as well as life insurance companies showing profit rate or margins 
which are comparable to those of the private sector, they are likely to turn more 
cautious and stingier about providing insurance cover to a range of consumers, 
simply in order to maintain "competitive" profitability. 
What does this means for consumers? It means the complete opposite of 
what was promised when the insurance sector was liberalized. Thus, not only 
have premium rates gone up quite sharply, but it may became more difficult to 
be eligible for a whole range of policies in areas where they really require it, 
that is, where they are in fact at risk. 
Also, rates of claim settlement were earlier in India the highest in the 
world, at more than 90 percent in life insurance and 70 percent in general 
insurance, compared to around 40 percent internationally in both. These are 
now likely to fall as companies try to ensure higher profit margins through this 
means as well. This means that in the event of some misfortune, which may be 
covered the policy on paper, the policy-holder would be less likely than before, 
to get his or her claim settled.^ ^ 
4. Privatization: Paving ways to the Stratagem in Insurance Litmus 
Test 
The insurance is an intensively people-oriented business and human 
resources will be the undoubted differentiator like in any other retail industry. 
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The quality of manpower attracted and retained by insurers and how their 
abilities and ambitions are harnessed would be the litmus test for the industry. 
But there are stratagem to the insurance litmus test because the insurers 
have became selective in recruiting agents; they do not judge to the agent on 
the point of technicality of business as well as behavioral skill which is import 
for the progress of the business of particular company. The people are taking 
training forge certificates in money without actually undergoing the actual 
training process. Other distribution channel also has specific minimum 
eligibility requirements. This thing possibly lead failure of private player would 
adversely affect those who had sunk their life savings in such companies. The 
high incidence of such cases was indeed why the companies in India had been 
nationalized in the first place. There was the potential misuse of the huge pool 
of savings raised by this sector, which could be utilized for productive 
investment, including by the state.^ '* 
5. Privatization: making Insurance a Privilege only for Richest 
Access to the social security is a fundamental right. While the country is 
expecting its gross domestic product to grow faster, a balanced growth is a 
major concern as the gap between the rich and the poor would be widened 
further in a country like India. Insurance sector definitely will have an impact 
on reducing this gap, though it may take many years to build a bridge between 
the haves and the have-notes. 
Today insurance is driven by the non-governmental organization and 
micro financial institutions. Whether these organizations alone would be able 
to make financial inclusion a success story? There is still a layer called below 
poverty line not covered by these agencies. 
In the last several years, insurance or getting insured was the privilege of 
the rich. Even in the last years of existence, the state-owned life insurance 
corporation or other general insurance companies preferred to insure the 
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household which have strong assets or a good income level, even in rural they 
also have competition with Private Sector Corporation of making profit not for 
the welfare of the people."" 
3. Pension: Era of Privatization and Globalization 
The social security schemes in India have taken impressive steps 
already. It has experienced phenomenal growth, complemented by the 
country's improving economic fundamental. 
Nevertheless, it appears that we are just at the beginning of an exciting 
ride. It would be worth nothing here the huge untapped potential in the largely 
undeveloped private market. 
The pension system in India is still in an embryonic stage to say the 
least. Although India is the world's second most populous country, its fertility 
rate began dropping, noticeably in the 1980's. By 2050, it is expected the rate 
will level off to the point that is close to the rate of population replacement. 
India's elderly people's population is already growing quickly. Between 1951 
and 1991 the number of elderly increased from 20 million to 57 million. By 
2016, the elderly population is expected to number 43 million.^ ^ 
Because of ever-increasing longevity, a system of retirement provision 
based on inter-generational income transfers faces crisis. And, with more 
people living longer, and working populations reducing, the "new math" is that 
these are fewer workers supporting each retires. 
This trend is set to continue. One solution is to move to self-financing of 
old-age income, with the government creating the institutional and financial 
infrastructure to enable and encourage people to save and invest assets for their 
own retirement income. 
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The government's initiative to set up the new pension system and to 
encourage the development of a structure for privately managed pension is a 
notable example of this. 
The NPS introduce defined contribution, fully funded, individual 
retirement account pensions, with the fund management of these entrusted to 
private fund managers. 
The aim of any pension reform initiative is to reduce the unfunded 
liability, reduce the role of the state as pension providers and increase the 
pension coverage. 
The introduction of new pension system would arrest the increase in the 
unfunded pension liability of the government employees pension by covering 
the new government employee from January, 2004, reduce the role of the 
government in supporting the other unsustainable defined benefit pension 
liability, which would ultimately fall on the government; provide universal 
access to people, enabling those who do not have access to any vehicle to build 
up assets for old age income, and once the new system settles down, the 
government cold have increased resources to consider strengthening the means 
tested tax financed pension for those who do not have adequate income to self-
finance their old age income. 
When a change in the pension system is envisaged there are always 
concerns, that whether this properly doing work, fiilfilling the goal behind it or 
not.^ ^ 
1. Pension: Government Goal behind the Privatization 
The privatization is a process not an event, in respect of which the 
governmental initiatives have to be pursued continuously with patience as the 
resuh may not be forthcoming over short to medium term horizon. The 
governmental goals behind the privatization are as follows.^ * 
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1. Privatization should increased Coverage at adequate level for Old 
Age Income 
India faces a huge challenge in improving pension coverage (only about 
a fifth of the labor force is covered), particularly among workers who are not 
employed in the formal private or government sector. Of the total earning 
workforce of 450 million, 85%, or about 380 million works in sector other than 
the formal private sector and the government are usually classified as 
belonging to the unorganized sector. However, the primary occupations of 
workers in this category are wide-ranging including self employed farmers and 
wage labor, self employed business owner, salaried or contractual employee in 
the informal sector, self employed professional, and other. There is great 
diversity in term of size and regularity of income, saving potential and overall 
awareness of the need for and ability to save for retirement. This poses serious 
challenges in achieving pension penetration under such situation privately 
managed, voluntary system cape the problem and permit individual to 
voluntarily join the scheme. So the government introduce NPS, therefore, 
should be flexible to this groups of individuals. They can save their money in 
the tier II of NPS which define the voluntary schemes for the employees of 
income group.^' 
2. Privatization removes Unfunded Liability of Government 
The privatization of pension sector reduced the unfunded liabilities of 
the government. Under the privately managed, mandatory fully funded new 
pension system, the 10% of the salaries of the employee reduce every month, to 
which they can not withdraw in their service time, at the age of retirement (60 
years) they can withdraw only 60% of their investment. They mandatory 
purchase annuities of remaining 40% from IRDA approved Life Insurance 
Corporation of India, which provide life time benefit to person concern. The 
person who has the scheme before attaining the age of 60 year, they can 
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withdraw only 20% remaining 80% will be invested in the annuinities sold by 
Lie, which pay life time pension benefit to the person concern. 
3. Privatization reduces the role of State as Direct Pension Provider 
except tier one. 
The privatization reduce the role of the state as direct pension provider, 
because there are not any unfunded liability on the part of the state, as well as 
not contribution on the part of the government as prescribed under mandatory, 
publicly managed, tax funded pillar for social insurance where defined benefit 
plans are in action, as the government contribution 1.16% of wage to employee 
pension scheme under non-governmental sector employee. 
This privately manage, mandatory fully funded pillar does not cast duty 
on the government to contribute any condition of the pension of government 
employee under governmental as well as non governmental sector. 
4. Privatization increase the role of State as Facilitator in Regulatory 
Mechanism for ensuring Sustained Development 
The state introduces a unique system for pension regulation in the name 
of new pension system. The NFS open a single Individual Retirement Account 
(IRA) such account to have a unique number for life into which regular 
contribution will be made. On retirement the individual should be required to 
use the accumulated assets to buy annuities from annuity providers. Under this 
system point of presence (PoPs) to be located all over India to include bank and 
post offices. PoPs will be visited by the account holder to carry out 
transactions. The PoPs will be connected through a centralized record keeping 
agency (CRA). The CRA will pass on the contribution to the pension fund 
manager (PFMs) for investment management. Retirement advisors advise to 
individuals on number of issue including selection of pension schemes of and 
on the PFMs. The Indian pension Authority should be created to regulate the 
system. The Banks or PFMs should be annuity provides as well as the LIC 
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should sell the annuity. These whole regulatory mechanisms regulate by the 
state. So these system increase the regulatory role of the state/" 
5. Privatization ensuring Regulatory Mechanism for Security of the 
saving 
The privatization should provide optimum return to those who save for 
old age income through different vehicle, because the privatization provides an 
adequate regulatory mechanism for the ensuring security during accumulation 
period. The NPS have risk sharing arrangement between individual members, 
insurance companies, as well as the governmental companies and the 
government for addressing the risk in an affordable manner. If define annuity 
provision etc. '^ 
6. Privatization provides Resources to the State for Means Test Tax 
Financed Pension 
Tax incentives are instrument of growth of pension market. Tax 
incentives have always encouraged the growth of individual pension products 
and employer sponsored schemes. It is also used as a vehicle for providing 
incentives for more savings, fostering industrial development, providing 
selective concession and checking inflationary pressures. For these reasons the 
benefits of taxation are incentives to promote the pension fund establishment, 
which also will help in generating tax revenues. Tax authority, therefore, 
encouraging such tax incentives to employers as well as employees and also 
other individuals. 
The privatization provide a system in which some voluntary schemes as 
well as mandatory scheme are their. In which the employee can save more than 
the limit of 10% to avoid the tax, by which government benefited because 
much saving of the employee for future increase the annuity business by which 
government will be benefited."*^  
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2. Pension: Pitfall of Privatization; Unseen by the Government 
There are so many reasons of the failure of privatization of pension in 
India which could not been seen by the government which is as follows-? 
1. Privatization contains no social insurance components like disability and 
survivors' benefit. Retiree would have to buy them separately. Benefits 
may be reduced by as much as 30 per cent in some cases. Current 
retirement benefits are barely adequate and a retiree wants reliable 
sources of income. 
2. Privatization initiate to having individual retirement account in private 
pension fund which would be prohibitively expensive to administer. In 
some cases where contributions are small, administrative costs may be 
as high as 25% of contributions. 
3. Privatization gets the employer off the hook. Risk shifts from 
corporations to employees. Most employees prefer the stability of 
pension plans to higher volatile monetary value of the fund. For less 
wealthy, assured income has always been economically better than 
higher but volatile and uncertain financial wealth. 
4. The privatization would be add to the problem of agency risk, which has 
not been taken note of government, would have to add a so called pillar 
that will guarantee a minimum pension to employees whose own 
defined pension fall below a specified minimum. Along with tax 
subsidy, policy makers should factor into the cost of government 
providing guarantee for policy holders. 
5. Privatization providing fund investment to the employees those who do 
not have any knowledge about the fund sound choice. So they bear he 
risk, under such situation the government bear the liability for mandated 
saving. 
114 
6. Privatization contains the provision of no early or premature withdrawal 
which make pension system unattractive. 
7. Privatization does not provide self selected annuity buying system. It 
cost these responsibilities on pension fund manager.''^  
3. Pension: Failure of Privatization; Reasons some Prerequisite Act 
1. Suitable Legislative Framework 
Governmental Initiatives 
The government of India on 1st January 2004 enacted the Pension Fund 
Regulatory and Development Authority by ordinance, an executive order. The 
PFRDA Bill 2005 is envisaged to apply to: 
1. New pension system; and , 
2. Any other scheme of pension not regulated by any other enactment and 
would exclude from its purview 
3. All provident fund and employee pension scheme, 
4. Contracts referred to in sub-section 2(11) of the Insurance Act-1938, and 
5. Any other pension scheme which the central government may exempt 
from the application of the proposed PFRDA Act. 
The area which has been excluded by the PFRDA is added with greater 
potentiality by LIC. These areas are as follows: 
1. The instruments under EPFO such as employee's deposit link insurance 
2. The employee pension scheme, 1995 
3. The Gratuity Saving and risk cover products, whether under Payment of 
Gratuity Act, 1972 or under any other scheme. 
4. The saving and risk products during accumulation and beyond under 
"approved superannuation funds" 
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5. Individual pension products under specific provisions of the Income Tax 
Act.^ ^ 
The new pension system defines-
1. Defined contribution based mandatory tier 1 scheme where the new 
entrant to the central government will make a mandatory contribution of 
10% of the salary and deamess allowance, which will be matched by the 
central government. 
2. An optional tier II withdraws able account in the absence of facility of 
general provident fund. The government is to make no contribution to this 
account. 
Under this system the contribution from the subscriber are collected in 
an individual pension account using point of presence and central record 
keeping agency and accumulated by pension fund manager in the three optional 
fund under option 'A' investment will be the predominantly in fixed income 
instruments and some investment in equity. Under option 'B' there will be 
greater investment in equity. Option ' C implies equal investment in fixed 
income and equity instruments. 
At the time of exit, it is mandatory for the employee to invest 40% of 
pension fund in purchasing annuity fi-om the annuity provider and remaining 
60% paid in lump-sum at the time of exit.^ ^ 
Lacunas in the Governmental Initiatives 
The government takes steps in respect of privatization of pension 
through some legislative framework. But the legislative framework in this 
regard hit by some defects which are pointed out by the Standing Committee as 
well as some imminent personalities such defect are as follows-
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1. This framework does not define any provision regarding the investment 
of fund collected under second tier. 
2. This framework does not define that to whom government appoint point 
of presence (not only to the bank and post office) pension fund manager, 
annuity provider and retirement advisor. 
3. This framework provides responsibility of PFM, POPs, independent 
pension advisor as well as annuity advisor, which has been governed by 
IRDA. How IRDA, accept the rules of PFRDA. 
4. This framework provide responsibility on the LIC of EDLI schemes, 
pension schemes, gratuity saving and risk cover product without making 
amendment in the regulation and role of trustees, gratuity or 
superannuation fund, regulation of funding, regulation of actuarial 
management of these fund, review of the tax incentives etc. as well as 
the role of trustee. 
5. This framework does not define the criteria of appointment of any 
authority. 
6. This formwork does not define any provision for the foreign direct 
investment. 
2. Strong Regulatory Authority for Regulating Different Actives 
Governmental initiatives 
The pension regulation is a complicated matter for which strong 
regulatory authority which regulate to the whole system must be required as 
parent authority. The PFRDA-Bill, 2005 define the provisions regarding the 
establishment of PFRD authority as strong body to regulate whole system with 
some power, functions and duties. 
The PFRDA-Bill 2005, define that PFRDA shall be established by 
notification in the official gazette. Such body shall be body corporate having 
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perpetual succession and common seal with power subject to the provision of 
this Act, to acquire, hold and disposes of property. 
The authority shall consist of a chairman and not more than five 
members, among them three will be whole time member and two other will be 
part time member. 
The authority shall have the power to regulate the new pension system 
and approved other schemes of pension with specific reference to subscriber's 
interest; the committee has various duties and functions as confined to 
establishing a mechanism for redressing the grievances of subscribers which 
are to be determined by regulations. It provides power to make panel or 
remedial measures against the intermediaries, if needed, in the interest of 
subscribers. Committee feU these are in very general term as one among the 
duties and functions of the authority. 
The authority also has the power to delegate its authority to any person 
or member subject to the condition. 
Lacunas in the Governmental Initiatives 
The government takes the initiatives on the establishment of a strong 
regulatory body. All steps are in right direct but some lacunas are their, which 
are as follows. 
1. The framework on the establishment of PFRDA does not define strong 
and urgent need of their establishment for the protection of old-age 
income security. 
2. This framework does not define the selection criteria as well ? 
qualification criteria for the non whole time member. 
3. This framework does not define any nominated member. 
4. This framework does not define insurance by Authority towards the 
subscribers in respect of contribution to various pension schemes and 
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funds investment option under pension scheme, intermediaries and other 
operational costs under the NPS. 
5. This framework does not define the provision for advisory committee 
for PFRDA which doing a huge wore like IRDA to which advisory 
committee are attached. 
6. This framework does not define any provision for strong delegated 
authority to which PFRDA can delegate authority.'* .^ 
3. Institution of "Ombudsman" for Resolution of Dispute 
Governmental Initiative 
The government under PFRDA Bill considered sole ombudsman for the 
resolution of dispute. Only PFRDA have power to impose penalty on any 
person, member, intermediaries or companies in respect for the violation of the 
business of pension regulation. The Authority shall have the power to appoint 
the investigation officer and report to the PFRDA. 
Any court does not have power to intervene in the dispute. The direct 
appeal should be file to the Supreme Court against PFRDA. 
Lacunas in Governmental initiatives 
The government was on mistake to give such power to the PFRD. Their 
must be a separate body "Ombudsman" among the members of PFRD, for 
whom strong selection and qualification criteria must be their. 
4. Pension Protection Fund in case of Insolvency of Pillar-II 
Governmental Initiatives 
The government, under PFRDA Bill, made provision for the 
establishment of the subscriber education and protection fund. This fund shall 
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be utilized for the protection of the interest of subscribers in accordance with 
regulation made for the purpose. 
Lacunas in Governmental Initiatives 
The fund which has been constituted in the name of subscriber education 
and protection fund shall be invested for the variety of purpose such as 
subscribes education and their protection. The word protection includes various 
important and their allied matter. Their must be separate fund in the name of 
"pension protection fund" to protect the rights in case of insolvency of tier 1 
pension funds, insolvency of PFMs, fraud & other things. 
4. Pension: Broad Directions towards the Privatization 
1. Change in the Structure of New Pension System 
The basic architecture of new pension system is hence one where 
individuals deal with point of present (bank & post office) which carry these 
instructions to the depository. The depository would maintain the database of al 
individual accounts as well as the instructions given by each individual. The 
depository would consolidate individual instructions into blocks of funds, 
which would be handed over to pension fund managers. In this system, pension 
fund manager would be able to focus purely on fund management. 
No doubt this system yields the lowest transaction costs. But there must 
be a method which could also be devised to facilitate direct interaction between 
the individuals and pension fund manager and hence in due course attempt 
should be made to phase out the depository corporation so as to facilitate direct 
interaction between individuals and pension fund mangers. 
There must be user-friendly computer terminals which permit the 
workers to calculate the expected value of his future pension, based on the 
money in his account, and the year in which he wishes to retire. 
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The worker must be given the facility of early retirement, when they 
have sufficient saving in their account to found a reasonable pension. Under 
such situation 50% of the average salary of previous 10 years, as long as it is 
higher than the minimum pension should be awarded at the place of system 
provided under new pension system, in which only 20% money he can 
withdraw remaining 80% invest in annuity where pension depend on the 
annuity business. 
2. No Cap on the Number of Pension Fund Manager 
The model of private pension should be implemented using private 
pension fund managers. The OASIS report recommends the establishment of 
six pension fund manager so as to simplify the choice for individuals. But this 
objection is misplaced, as, even if individuals themselves do not posses the 
knowledge of financial instruments, the market force would enable them to 
decide to employ a PFM. Under such situation who would make the choice on 
their behalf. Hence this number should be determining by the free interplay of 
market forces. The most efficient fund managers would survive while the rest 
would be weeded out and hence there should no cap on their number. 
3. Much Wide Investment Option and Prudential Regulations for 
PFMs 
Each pension fund manager should offer at least three different types of 
investment alternatives: 
1. Safe income 
2. Balanced income 
3. Growing income 
In this respect regulations need to be laid down to harness the rate of 
return of the asset class and prevent malpractice and defrauding. In addition 
assurance also needs to be made for ensuring the safety of return. 
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In India, the fund deposited into pension accounts is invested mostly in 
government securities and securities under the special deposit scheme. The 
returns of these are highly limited. Under such situation if employee invests to 
the pension fiind in the equity market, the return from the equity could be 
greater than the government bond. No doubt equity investment is risky but also 
yields greater return. Hence the strategy to reduce risk and earn maximum 
return would be to: 
1. Phase out equity exposure after 50 years 
2. International diversification would greater reduce risk and volatility. 
Expected rate of return taken as an average varies only slightly across 
different countries. 
The OASIS report recommends the following strategy to be adopted for 
three asset classes: 
1. For the first five years, all domestic equity investments should be 
implemented using index fund on the NSE-50 or the BSE-100 indices 
only. There should be no "active fund management" (where fund 
managers have discretionary control of which shares to buy). Pension 
funds should not engage in off-exchange transactions on domestic 
equities: this help ensure a high degree of transparency in all 
transactions and a lower incidence of murky market practice. These 
rules would make it possible for pension assets to harness the equity 
premium" (the higher return of equities) while suffering from none of 
the risks that flow from giving fund managers complete freedom in 
forming share portfolios. 
2. Investments in corporate bonds should be limited to investment grade 
corporate bonds in India, which are liquid. Liquidity helps ensure that 
the secondary market prices of bonds (which are used in valuation of 
pension assets) are reliable. The definition of a liquid bonds should be as 
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follows: the average impact cost (on the most liquid exchange in India) 
at transaction sizes of Rs. 100,000 should be below 0.3% pension fund 
should not engage in off exchange transactions on corporate bonds: this 
helps ensure a high degree of transparency in all transactions and a 
lower incidence of murky market practice. 
3. International equity investment should only be implemented using index 
funds. It has been proved that if passive fund management is adopted, 
returns can be maximized by investing in international index funds, 
which are more or less stable and hence involve a lower risk thus 
guaranteeing safer returns. 
Tie OASIS report has suggested certain stringent criteria for PFMs such as: 
1. In the safe income style PFMs would have to guarantee that 
they would not underperforms the weighted average returns of all 
managers in that style by worse than 2% point in a year. 
2. Further, the PFM also has to assure that it collects Rs. 10 billion worth 
of assets within 2 years or its fees would be dropped by 20% in the next 
year. 
4. Different Investment Alternatives 
While international diversification sharply reduces risk, it also reduces 
return accessible to under raged investments since equity premium 
internationally is lower than that of India. The lower volatility of the world 
stock market index as compared to the much less diversified NSE-50 index will 
ensure higher rates of return. 
The OASIS report recommends passive fund management by using 
index funds in its recommendations. This however seems to be just a half-
hearted attempt to the whole privatization approach. Undeniably, index funds 
have the following advantages: 
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1. If markets are fairly efficient then it is difficult for active fund manager 
to obtain excess returns after considering extra fees and costs. Active 
fund management is a method of trying to earn excess returns. In this 
process, active fund managers expand resources on fund management 
and incur trading costs. Index funds lower expenditure by avoiding 
information collection and processing. Broadly index fund also engage 
in smaller trading volumes, which help, enhance returns through lower 
costs of transacting. 
2. There is greater difficulty in monitoring the activities of an agent. If a 
layer of intermediaries in the form of pension committee is introduced 
then incentive schemes need to be devised to make both committee and 
the PFM to act in the best interests of workers, which is highly difficult 
task in itself. 
3. In the case of quasi-nationalization of pension accounts, when the bulk 
of the investment is done in equities there may be a large political risk 
where the government can use this control for meeting its political ends. 
However this can be avoided if workers have their own IRAS and are 
given the choice of choosing a fund manager. 
4. A native comparison of returns across alternative funds in an efficient 
way to measure, fund manager ability especially when there are 
significant differences in the levels of risk adopted by different funds. A 
casual comparison should give way to a more scientific process of 
evaluation. Hence for a deciding on a pension fund manager, more 
objective sets of guidelines are required. Active fund managers may be 
able to fulfill requirements of size at the selection but may fall short on 
grounds of performance, thus blaming the authority for a wrong 
selection of pension fund manager. Hence, in the case of pensions, poor 
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asset return should be traced back to poor returns on the index which 
would in turn infuse greater accountability. 
However, the advantage of the index funds do not necessarily means 
that active fund management is in any way disadvantageous. Index funds 
themselves impose certain negative externalities: 
1. Distorted cost of capital for index stocks. 
2. Inferior corporate governance. 
3. Diminishing market efficiency 
4. Enhanced concentration in the fund industry. 
In India, market in efficiencies may still arise on account of: 
1. Poor information access: inferior disclosure laws 
2. Inferior human capital 
3. Higher transaction costs 
But this does not mean that the individuals should not be given a choice to 
try their hand at active fund management. 
Even though the argument of increased transaction costs may hold 
active fund management in itself, has a high educative value and one should 
not discount the existence of certain enterprising individuals who would be 
able to use these inefficiencies and earn a higher rate of return on their 
deposits. 
Moreover, individuals themselves should be given a choice of whether 
they would like to adopt passive or active fund management for their accretion 
along with the freedom to choose their fiind managers. However there could be 
an argument that the "moral hazard" problem enters into picture. That is, in 
case individuals are baked by too many government guarantees then they 
would be prompted to take more risks than they would ordinarily have taken 
and hence would opt for the riskier strategy of Active Fund Management. But 
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this problem can easily be solved. The individual who are ready to take the 
chance with active fiind management should be allowed to do so at their own 
risk. Hence in the three-fold scheme recommended by the OASIS report an 
additional active fund management scheme should also be introduced and 
PFMs should be provided the option of carrying this style too.'*^  
5. Participationof Insurance Sector 
The reform in the pension sector is also closely connected with the 
insurance sector. The common ground between the two pointed the following 
considerations: 
1. On retirement, pension assets may be invested with annuity providers, 
who form an important component of the insurance sector. 
2. Moreover, both pension fund management and insurance deal with 
similar kinds of investments, i.e. long term. Hence a reform carried out 
in one of them will necessarily have a positive external effect on the 
other and as such both share a symbiotic relationship. 
Private pension business is a part of insurance business in India. After 
nationalization of the insurance sector in 1956, the LIC of India became the 
only player. The monopoly of the LIC seriously hampered the development and 
growth of the private annuity market. The Malhotra Committee (1994), the 
expert group that studied the insurance sector, suggested opening up the 
insurance industry. Following the committee's recommendations, the 
government liberalized the insurance sector in the year 2000. As a result, 
private corporations including foreign entities are now being permitted to enter 
the private market. 
The IRDA has recently released investment norms for insurance firms 
intending to enter the private pension market. The IRDA (investment) 
Regulations, 2000 suggested that the pension and general annuity business. 
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every insurer shall invest and at all time keep invested assets of pension 
business. General Annuity Business and Group Business in following manner. 
1. Government securities, being not less than-20% 
2. Government securities or other approved securities inclusive of above, 
being not less than-40% 
3. Balance to be invested in approved investments as specified and to be 
governed by exposure /prudential norms specified in regulation not 
exceeding 60% 
For the purpose of this sub regulation: 
1. No unapproved investments shall be made. 
2. All investment shall be made in graded securities and the grading shall 
not be less than of very strong rating by a reputed and independent 
rating agency. 
3. Every insurer shall invest assets in securities which are actively traded in 
any stock exchange in India and which are attributable to segregated 
funds, in respect of linked business. 
The IRDA regulations fall short on many counts: 
1. The OSAIS report recommends a minimum investment in foreign 
equity, but the IRDA regulations are silent with reference to the 
investment in foreign equity. So in India there is need to liberalized 
system and allow Active Fund to be invest in foreign equities and 
common stock of corporation, to enable the PFMs to harness the highest 
rate of returns. As and when the PFMs gain experience investment 
ceiling ought to be raised. 
2. The investment in government and other approved securities is laid 
down to be a minimum of 90% in the IRDA regulations. This falls 
somewhere in between the safe and balanced income styles of the IRDA 
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approach. The regulations of the IRDA approach therefore discount the 
possibility of implementing a growth based pension fund investment 
schemes. 
3. The sub-regulations make it amply clear that passive fund management 
is being favored over active fund management. 
Under such situation the PFMs should be granted adequate flexibility to 
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make their portfolio choice. 
6. Government Guarantee in Distress 
To reassure the people to switch the new system government guarantees 
play a vital role. These guarantees may take the following three forms 
depending upon the level of "welfare function" that the government takes upon 
itself to perform: 
1. The government provides welfare type pension funded from general 
revenue for workers with fewer than 20 years of contributions. 
2. When workers with at least 20 years of continuous service, do not have 
enough capital accumulation in their accounts to found a pension that 
meets the legally defined minimum pension, the government may add 
the money necessary to provide that pension. 
3. Similarly if the funds in the retirement account of a worker are depleted 
before a worker dies then the government may give the worker the 
minimum pension.'*' 
7. Strong Administrative Authorities 
The Indian Pension Authority (IPA) would oversee the entire working of 
the system and handle the administration. The interim PFRDA an also help in 
ensuring that procedure of collections of pension contributions, record keeping, 
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member information dissemination etc. are efficient with low transactions 
costs. It could also undertake studies of modalities for introducing the Central 
Record Keeping Agency, point of presence mechanism and criteria for 
selecting pension fiind manager. These tasks require a new separate regulator, 
which has been referred to a PFRDA. The proposal is for SEBI to be a 
regulator for perfuming some function of pension regulation as CRA, with 
PFRDA.^ ° 
8. Removal of Subsidies 
The present contribution of 1.16% of wages by the government to the 
employee's pension scheme should be discontinuing. Instead this contribution 
to the senior citizen's fund for the first 3 years of incorporation of fund should 
be discontinue and this discontinued funds plus 25% of the premature and lump 
sum withdrawal tax on provided fund under the new IRA system should be 
transferred to this fund annually. 
9. Coverage of Unorganized Sector 
The absence of a unique social security number in India along with the 
high costs associated with implementation make it impossible to have a 
mandatory pension scheme for all. Especially with regards to the unorganized 
sector, the PPF scheme has clearly failed in attaining its objective of inducing 
savings. Even the LIC has neglected annuities and pension schemes, which 
have considerable potential among the self employed and only 100 million 
people, are covered by provident fund or pensions. LIC has no low premium 
policies like term or whole life insurance. Instead, it concentrates on expensive 
endowment policies. 
The New Pension System regulated by PFRDA has provision for 
voluntary participation which has the potential for significant coverage in 
respect of unorganized sector but it must be clearer. 
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10. Uniform Tax Incentive 
In India vary small proportion of population pays income tax or other 
direct, the effect of which that this burden shift on poor classes. 
Under such situation the better idea is that their must be a uniform tax 
incentive for all workers-for example by providing a direct payment of tax to 
the retirement and saving account. But one problem by this system come out, 
that the people's saving decrease, under such situation preferential treatment to 
the tax paying should eliminate and the costs of these preferential treatment 
should distribute among low income group of workers which increase saving 
habits. 
11. Early Withdrawal 
One important problem attached with the NPS is "not premature 
withdrawal". This problem can be solve by the government by segregated 
different ftind constituted for different purpose, when person concern demand 
for withdrawal of their pension fund, the government give than out of the fund 
constituted by the segregation of different fiind.^' 
5 Pension: Critical Analysis of Privatization 
1. New Pension System: A Bull Run rather than Bear Run 
The new pension system does not give any explicit or implicit 
assurance of benefits except market based guarantee to be purchase by the 
subscriber. Under this system the private fund managers will offers an array of 
schemes with different risk return profiles. The subscriber divided his 
contribution into these schemes, and has the option of changing this 
combination at any time. The final pension wealth will depend on the 
performance of the schemes chosen by the subscriber. The subscriber takes the 
entire investment risk. The premise is that the fluctuations in over the working 
life of the subscriber. 
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However, the subscriber is exposed to two major risks at the time of 
exit. If there is a major market shock at the time of retirement leading to a fall 
in assets price, the entire accumulate wealth is at risk, subscribers in few years 
to their entry in the business would likely ride over this shock, but the 
subscriber retiring at that time will be affected adversely. Second, the 
subscriber has to purchase an annuity at the time of exit, and is similarly 
exposed to any sharp downturn in the annuity market at that time. 
So there are interring temporal variations in yield (bull and bear phase). 
To these variations one should add even larger interpersonal variations in 
return if employees were free to choose their own portfolio.^ ^ 
The uncertainty and risk in the New Pension System can not be avoided 
because on the one hand the pension under that system which is un indexed 
devastatingly affected by inflation, on the other hand the longevity risk which 
can be avoided by the annotation of an average about 15% of the capital sum 
but it also covers the account management, investment management, 
commission and other selling costs as well as the profit, of insurance company 
and the cost of adverse selection. So the NPS is a Bull Run system rather than a 
bear run.'^  
2. New Pension System: A Flag off Retrograde move towards 
Privatization rather than Centralization 
The new pension system has three main trust areas viz. one is switching 
over to the "Defined Contribution" concept from that of the "Define Benefit" 
concept, second is shifting to personal and social insurance schemes from 
social assistance schemes and third one is diverting the Social Security Funds 
firom the debt market to equity market. These recipes are also brandied as 
moves aimed at identifying the appropriate mix of public sector-private sector 
participation in social security". These move have some dangerous 
implications, which are intended to flag off retrograde move towards 
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privatization, as the private sector seeks to participate in social security only 
eyeing the huge corpus of private pension funds that could be generated, which 
could be diverted to the equity market in the country.''' It is well known that the 
private pension fiind manager are purely guided by speculative motive and are 
not to concerned about the well being of client.'' 
3. New Pension System: An Investment Centric rather than Social 
Insurance Centric 
New pension system on the one hand promotes a unique system of 
pension fund accumulation, investment as well as their distribution. The fund 
accumulated in the Individual Retirement Account through the post office and 
bank, which has been administer by the central record keeping agency as well 
as private fund manager by investing the accumulated fiind amount in the 
individual retirement account in the annuity market. The expenses of all these 
management activities should be bear by the employee. On the other hand the 
integration of disability benefits as well as retirement benefit for previously 
disabled employee and their surviving dependent would also be difficult. If for 
any reason the accumulated fund in individual account is not significant, the 
employee is more likely to select single life insurance as against the joint-and-
survivor annuities. The less fortune would be forced to fall back on family 
and/or private charity. 
Under such situation we can say that New Pension System is an 
investment central rather than social insurance centric because the government 
instead of addressing the basic and more fundamental issue relating to social 
security or social safety net pushing for reform of such type which will spell 
disaster.'^  
4. New Pension System: A Role Model like a Santa Clauses for the 
Government rather than a Responsible One 
The state of the government that, the combined liabilities of pension for 
civil servants of states and the centre were estimated at Rs. 65,000 crore as at 
the end of 2004-5, which would increase about Rs. 1,00,000 crore in the fiscal 
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year 2009-10.'^ This remark is a crude attempt to alienate the employees from 
the public.^ * 
The present fiscal related problem cited by the government for the 
unsustainability of the present pay-as-you-go pension scheme is of its own 
making. The present pension scheme was introduced in the past as a substitute 
to the existing contributory provident fund scheme, to which the central 
government had been making a matching contribution. It was replaced by the 
general provident fund with only the contribution by the employees and in view 
of its matching contribution, the central government brought in place the 
present pension scheme.^' 
The government, over the past years, merrily used up the funds, which 
were due on the erstwhile contributory provident fund schemes and failed to 
make any provision for an appropriate funding arrangement in place for 
meeting the pension liability towards its employees. For this the employees can 
not be penalized as is being resorted to now. 
The present problem has arisen when government did not exercise 
enough discipline in managing its own fund and associated pension costs. As a 
populist measure, successive governments made the benefit formula more and 
more generous which has resulted in considerable increase in pension 
payments. So the problem is nothing but is behave of the government like a 
Santa Clauses.^ " 
5. New Pension System: A Costly One in terms of Revenue Forgone 
rather than Promoting One in Savings 
The new pension system also accompanied by another retrograde move 
that is change in the tax treatment for contributions to the pension schemes, 
shifting from EEE formula, where the moneys were exempt from taxation at all 
three stages of contribution, accruals and withdrawals to the EET formula 
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where the terminal benefits will be taxed at the applicable rates in the year of 
receipt. '^ 
This move of the government in respect of NPS goes against the basic 
philosophy of encouraging long term contractual savings which provide long 
term fund for investment.*^ 
6. New Pension System: A Green Signal for FDI 
The new pension system opening up pension sector for foreign direct 
investments, which means a green signal for foreign corporate to gamer the 
huge pension fund for their speculative hunt of profit. 
4. Concluding Remark 
After the broad discussion of privatization of insurance and pension, the 
conclusion is that the both sectors definitely will progress as the results are 
showing year by year. But there must be cautious concern about the lacunas of 
the privatization process otherwise the aim behind it that is social security will 
be collapse. For removing the lacunas which was unseen by the government, 
there is demand of some future directions by which the government can fill the 
gap from loss to benefit. 
Under such situation responsibility come on the government that 
government remains conscious about the social security in the name of 
insurance and pension. 
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CHAPTER-4 
INSURANCE AND PENSION: LEGISLATIVE ENACTMENTS TO 
PROMOTE SCHEMES FOR EMPLOYEES 
1. Introductory Outline 
The social security is the name of such legal mechanism which contains 
the provisions regarding adequate income as well as such other benefits 
provided by the social services thought the different schemes to ensure a 
culturally acceptable minimum standard of living for an individual when the 
normal means of doing so fail. The law is one of the chief instruments whereby 
social policies are implemented. First of all, no single homogeneous legal 
philosophy is static; nor does it prevail for long. Secondly, different legal 
policies may be advocated as means for attaining a single particular objective. 
Thirdly, the law is an efficient instrument of implementation in two ways, so 
far as some types of change are concerned, the wheels of the law grind 
exceeding slow and are not even very sure; and a rule, once introduced, trends 
to clarify the social policy which it implements for, it does not fall in desuetude 
(discontinue) with the policy which gave it birth, but endures until positively 
thrust aside. The modem legal system also generally, manifests the 
characteristics of this changing nature. The social philosophy which for so long 
dominated the sense, laissez faire, caused individual freedom to be established 
as the primary social objective. Of course, the character of laissez faire is 
anarchy, yet there was always a role for government, its role was originally 
confined national security, the keeping of the peace and the administration of 
justice loomed large. That role did, gradually, become more extended. 
Competing policies were articulated as to haw individual freedom might best 
be attained, one voiced, by the every second person specially working people. 
Some of these policies gradually found their way into the legal system; some 
did not. Many that did are still with use to day; the policies are dead but the law 
still enshrines it. ' 
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For the purpose of the philosophy of social security, the most significant 
fact is that the philosophy of the laissez-faire no longer dominates the social 
sense. A rival, the philosophy of welfare, seeks to stead the scene. At times, it 
has occupied the greater part of the stage and thrust forward new social 
objectives amongst which collective social responsibility loom large.^  
The problem of the insecurity of employees arising out of the 
interruption or cessation of their employment on account of sickness, 
employment injury, maternity, retirement. Unemployment, etc. could be, and 
often is, solved by the method of social insurance. Social insurance is not an 
altogether new idea. It is infect a part, as well as a modem method of social 
security. It is now regarded as an integral feature of industrial democracy and is 
perhaps the best possible method of social betterment of industrial employees. 
Though the ultimate aims and objects of social insurance schemes and social 
security schemes are almost similar, there is a fundamental difference of 
approach and principle between the two. Social insurance schemes, therefore, 
must be clearly distinguish from social security schemes. The main 
distinguishing feature of the social insurance schemes is the idea of collective 
approach by the employers, employee and the state to the problem of insecurity 
and of distribution of part of the cost of schemes among employer irrespective 
of their actual needs. On the other hand, the burden of the social security 
schemes generally falls on the employers and the idea of insurance is 
completely absent therein.^  
The careful analysis of the term social insurance shows that, It is based 
on the principles of collective self help through the pooling of certain social 
risk and transfer of income from the healthy to the sick, from the young to the 
aged and from the employed to the unemployed. This reveals the insurance 
aspect of social insurance compulsorily. They do not take into account the 
means or the need of the employees. Compulsion is one of the special 
characteristic features of social insurance, which distinguishes it from private 
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insurance and makes it an exception to the maxim of the law, "invito 
beneficium non detur", the law confers upon a man no rights or benefits which 
he does not desire. The rates of employee's contributions are based on the rate 
of their wages or salaries and form a very small fraction of the wages or 
salaries. They are set at as low a level as possible. The burden of making up the 
major proportion of the common social insurance fund is shifted to the 
shoulders of the employers and the state, the reason behind the inequality of 
burden being; First the employees inability to pay higher rates of contributions 
and secondly the employers and the state sponcerd interest in the welfare of the 
employees. Though there exists some co-relation between the rates of 
employee's contributions, which in turn depend upon the rates of their wages, 
and the rates liberal as compared with the former. This reveals the social aspect 
of social insurance. The rates of benefits between, certain minimum and 
maximum limits, guaranteeing to the employees a minimum standard of relief 
against certain social risk by assuring them, in times of interruption, destruction 
of their earning power, a minimum standard of income for their subsistent. The 
employees are entitled to claim the benefits as of right in return for their 
contributions. They are not granted the benefits by way of charity or assistance 
which might offend their feeling of self-respect.^  
The legal mechanisms designed to actively regulated, redistribute and 
establish an acceptable standard of living has been changing day by day. From 
the 19th century till now the object of law has been totally change towards the 
philosophy of welfare. The law confine to the area of freedom from 
interference. Entirely new areas of laws have been emerging as the means to 
secure the implementation of social policies in the name of social insurance, 
aimed at attaining the objectives set by the philosophy of welfare, such as 
labour and industrial laws, insurance laws, provident fund vis a vis pension 
laws. These laws resulted into a host of legislation designed to canalize the 
activity of collective welfare.^  
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2. Legislative Enactments: National Perspectives 
2.1 Insurance in the Insurance Legislations 
L Insurance Act-1938 
Up to the end of 19th century, the insurance in India was in its incept 
ional stage. Therefore, no legislation was required till the time. Usually the 
Indian Companies Act 1883 was applicable in business concerns of banking 
and insurance companies. New Indian insurance companies and provident 
societies started at the time of national movement, but most of them were 
financially unsound. It was asserted that Indian Companies Act, 1883 was 
inadequate for the purpose. Therefore, two Acts were passed, one was, 
Provident Insurance Societies Act 1912 and second was, Indian Life Insurance 
Companies Act, 1912. These Acts put the business of life insurance in India on 
sound footing and resulted in creating heal in their atmosphere than before. 
The legislation in India was confining to business of life insurance because 
there were very few general insurance companies and did not call for any 
legislation. To prevent financial weakness the insurers were required to keep 
certain stated deposits. The Indian insurers were required to submit their return 
on giving particulars of their business.^  
These two enactments were governing only life insurance. There were 
no control on general insurance so since such business were not a develop 
business, besides of these there were so many defects in these two Acts. So the 
government placed a bill for essential amendment of these Acts in 1924. The 
bill was containing a wide scope of insurance business. The bill comes to the 
legislative assembly after the thorough comment by different bodies.^  
In 1928, India passed stop-gap legislation with the main object of 
collecting statistic regarding insurance matter. So that the information collected 
would be of value when the time would come to pass a comprehensive Act. 
After that the government accepted the genuine demand and appointed one 
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special officer for investigations. He was a well known Calcutta solicitor and 
was placed on special duty to report on the amendments necessary to 
modernize insurance legislation in India. This report was considered by 
Advisory Committee, appointed by the government of India, from the 
representatives of all branches of insurance. The committee made several 
changes and the government of India introduced the bill in the legislative 
assembly in 1937 and after much debate the Insurance Act, 1938 was passed. It 
was a comprehensive piece of legislation define both life and non life insurance 
business.* 
But in this present scenario it can be said that the Insurance Act, 1938 is 
an Act of colonial era. When industrial policy of 1991 come into existence, 
some problems were facing by the insurance business sector in reference of 
Insurance Act, due to this reason necessary amendment from time to time were 
made by the government, because the government wants the high growth of 
insurance business which is core of economic progress. 
Obligations of Insurer Regarding Insurance 
The insurers have so many obligations regarding the business of 
insurance. These obligations as follows: 
1. No insurer carrying on any business of insurance in India after the 
expiry of one year, from the commencement, continue to carry on any such 
business unless he is-
1. A public company 
2. A Registered Society under the Co-operative Society Act 
3. A body corporate.' 
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No insurer other than an Indian insurance company shall begin to carry 
on any class of insurance business in India under this Act on or after the 
Commencement of IRDA Act, 1999.'° 
Not with standing anything contained here an insurance co-operative 
society may carry on any class of insurance business in India under this Act or 
after the Commencement of Insurance (Amendment) Act, 2002." 
No insurer shall begin to carry on any class of insurance business in 
India unless it is registered under this Act: 
Provided that insurer, being an Indian insurance company, insurance co-
operative society or a body corporate incorporated under the law of any country 
outside Indian not being of the nature of a private company being of the nature 
of a private company carrying on the business of insurance may carry on any 
business of insurance in any special economic zone as defined under clause 
(2a) of Section 2 of Special Economic Zones Act, 2005. 
Provided fiirther that a foreign insurer registered under law of any 
country may be notified by the Authority to carry on the business of re-
insurance in India through its branches as per the terms and conditions 
specified by the regulation.'^  
2. No insurer shall be registered unless he has a working capital of a net 
sum of less than fifty thousand rupees excluding the deposit to be made before 
registration.'^  
No insurer carrying on the business of life insurance, general insurance 
or reinsurance in India on or after the commencement of the IRDA-Act, 1999 
shall be registered unless he has-
1. A paid up equity capital of rupees one hundred crores, in case of a 
person carrying on the business of the life insurance or general insurance 
or-
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2. A paid up equity capital of rupees two hundred crore, in case of a person 
carrying on exclusively the business as a re-insurer 14 
3. No insurance carrying on business of health insurance unless he has paid 
up capital of fifty, crore.'^  
Provided that in determining the paid up equity capital the preliminary 
expenses incurred in the formation and registration of the company shall be 
excluded 
Provided further that an insurer carrying on business of life insurance, 
general insurance or re-insurance in India before the commencement of the 
insurance IRDA-Act, 1999 and who is required to be registered under this Act, 
shall have a paid up equity capital in accordance with above provisions as the 
case may be, within six months of the commencement of that Act.'^  
3. Insurer got registration from Reserve Bank of India in respect of their 
substantial deposit. 
4. Every insurer not being an employer prohibited shall in respect of the 
insurance business carried on by him in India, deposit and keep deposited with 
the Reserve Bank of India in one of the offices in India of the bank for and on 
behalf of the central government. The amount hereinafter specified, either in 
case or in approved securities, estimated at the market value of the securities on 
the day of deposit or partly in cash and partly in approved securities so 
estimated-
1. Where the business done or to be done in life insurance only, two 
hundred thousand rupees. 
2. Where the business done or to be done is fire insurance only, only one 
hundred and fifty thousand rupees.'' 
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Every insurer shall in respect of the insurance business carried on by 
him in India, deposit and keep deposited with the Reserve Bank of India in one 
of the offices in India of the bank for and on behalf of the central government. 
The amount hereinafter specified, either in cash or in approved securities, 
estimated at the market value of the securities on the day of deposit or partly in 
cash and partly in approved securities so estimated-
1. In the case of life insurance business, a sum equivalent to one percent of 
his total gross premium written in India in any financial year 
commencing after the 31st day of March, 2000, not exceeding rupees ten 
crore. 
2. in case of general insurance business, a sum equivalent to three percent 
of his total gross premium written in India, in any financial year 
commencing after the 31st March 2000, not exceeding ten crore.'^  
No insurer shall carrying on any business in India after the expiry of 
three months from the commencement of this Act, unless he has obtain from 
the controller a certificate of registration for the particular class of insurance 
business-
5. An insurer carrying on any class of business of insurance in India at the 
commencement of this Act, failure to obtain a certificate of registration in 
accordance with the requirement shall not operate to invalidate any contract of 
insurance catered into by him if before such date as may be fixed in this behalf 
by the central government by notification in the official gazettes, he has 
obtained that certificate." 
Every application for registration shall be accompanied by-
1. A certified copy of memorandum and article of association. 
2. Name, address and occupation of directors. 
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3. A statement of the class or classes of insurance business done or to 
be done. 
4. Principal place of business or domicile outside India. 
5. A certified copy of the published prospectus. 
6. The receipt showing payment in the prescribed manner of the 
prescribed few which shall not be more than, five hundred.^" 
No insurer carrying on any class of insurance business in India on or 
before the commencement of the insurance IRDA, Act 1999, for which no 
registration certificate was necessary prior to such commencement may 
continue to do so for a period of three months from such commencement or, if 
he had made an application for such registration within the said period of three 
months till the disposal of such applciaiton, '^ as well as shall be made in such 
manner as prescribed by regulation. 
6. The insurer must furnish four copies of audited accounts and balance 
sheet and actuarial report and abstract as return to the controller within the 
period of nine months from the end of the period to which they refer.^ ^ 
The insurer furnish four copies audited account, statement and abstract 
as return to the authority within six months from the end of the period to which 
they refer.^ '* 
As in the case of, General Insurance Corporation of India v/s I. T. 
Commissioner Bombay^^ the question before the court was whether the 
insurance company is under obligation to furnish the copy of annual account to 
controller. In which the court held that this obligation of furnishing four copies 
of record of account to the controller impose on the insurer by the Insurance 
Act, 1938. 
7. The four copies so furnished one shall be signed in the case of company 
by the chairman and two directors and by the principal officer of the company 
and if company has a managing director or managing agent, by that director or 
148 
managing agent, in case of a firm, by two partners of the firm, and in the case 
of an insurer being an individual by the insurer himself and one shall be signed 
by the auditor who made the audit or the actuary who made the valuation as the 
case may.^ ^ 
The four copies so furnish shall be signed in case of a company by the 
chairman of the company and if the company has a managing director by that 
director and one shall be signed by the auditor, who made by audit, actuary or 
valuation as the case may be,^' 
8. Every insurer in respect of all business of insurance transacted by him, 
in India, shall maintain-
1. a register of record of policies, in which shall be entered, in respect of 
every policy issued by the insurer, the name and address of the policy 
holder, the date when the policy was effected and a record of any 
transfer, assignment or nomination of which the insurer has notice, and 
2. a register of record of claims, in which shall be entered every claim 
made together with the date of the claim, the name and address of the 
claimant and the date on which the claim was discharged, or in the case 
of a claim which is rejected, the date of rejection and the ground 
thereof^ * 
Every insurer in respects of any business shall maintain-
1. A record of polices, in which shall be entered, in respect of 
every policy issue by the insurer, the name and address of the policy 
holder, the date when the policy was effected and a record of any transfer, 
assignment or nomination of which the insurer has notice, and 
2. A record of claim made tighter with the date of the claim, the name and 
address of the claimant and the date on which the claim was discharged, or, in 
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the case of a claim which is rejected, the date of rejection as the ground 
thereof^' 
9. No insurer employer shall allow or after to allow either directly or 
indirectly as and inducement to any persons to take out or review or continue 
on insurance in respect of any kind of risk relating to lives or property in 
India^° 
The reasons behind the amendment of the provisions regarding 
obligation of insurer regarding insurance are for the benefit of both the insurer 
and insured, due to this reason the government increase the limit of working 
capital and deposit as well as make the registration principle much rigid by 
which insurance business can progress. 
Obligations of Insured Regarding Insurance 
These benefits are as follows which defines by the concerned law for the 
insured in respect of insurance business. 
1. No insured shall after the period of one year expire from the 
commencement of IRDA, Act, 1999 began to carry on any class of 
business in India. 
2. Insured got registration certificate to carry on any other class of 
insurance business in India after the expiry of the period of three month 
from the comment of IRDA Act 1999.^ ' 
Benefits Regarding Insurance 
These benefits are as follows which are available for both insurer as well as 
insured in reference of the insurance business. 
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1. The insurer in respect of life insurance business only, pay to the insured 
55% of First Year's premium payable on any policy or policies effected 
through them and 6% of renewal premium payable on such policies.^ ^ 
2. The insurer pay the insured 2% of that premium where the policy grants 
an immediate annuity or a deferred annuity in consideration of a single 
premium, or where only one premium is payable on the policy. 
3. The insurer pay to the insured 2% of the each renewal premium payable 
on the policy where the policy grants a differed annuity in consideration 
of more than one premium, 7 Vi of first year premium.^ ^ 
4. The insurer must pay to the employee in any other cases, 35% of 1st 
year's premium, 7 V2% of the second and third year's renewal premium 
and thereafter 5% of each renewal premium payable on the policy.^ '' 
Contributory Efforts Regarding Insurance 
The insurance is a three party contract one is insurer second is insured 
and third one is insurance company. Every insurer first constitute a fund for 
depositing the money deduct from, or taking from insured, then invest such in 
many approved securities, securities guarantied by government, debenture 
issued by a body constituted by any central Act or state legislature, mortgage 
on immovable property under any housing or building scheme, debenture 
secured on charge of immovable property, debentures secured by a floating 
charge on all its assets, preference share of any company, shares of any 
company which is guaranteed by any company. The provision had been made 
for their preservation so that the funds of every insurer could not only be safely 
invested but they would also be so invited as to make readily available and if 
necessary, to be reading convertible into liquid funds, for the benefit of the 
employee to provide convenient to them at the time of contingencies.^' 
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No insurer carrying on life insurance business shall invest or keep 
invested any part of his controlled fund and no insurer carrying on general 
business shall invest or keep invested any part of his assets otherwise than in 
any of the approved investment as may be specified by the regulations subject 
to such limitations, conditions and restriction therein. 
An insurer subject to the concern provisions invest or keep invested any 
part of his controlled fund or assets otherwise than in an approved investment. 
An insurer shall not out of his controlled fund or assets invest in the 
shares of any one banking company, or in the shares or debentures of any one 
company, (public or private limited company) more than the percentage 
specified in regulation. All assets forming the controlled fund, not being 
government securities or other approved securities in which assets are to be 
invested or held invested in accordance with the relevant provisions held free 
of any encumbrance, charge, hypothecation or lien, except the one tenth part of 
controlled fund or assets be offered as security for any loan taken for purpose 
of any investment. If at any time the Authority Considers any one or more of 
the investments of an insurer to be unsuitable or undesirable, the Authority 
may, after given the insurer an opportunity of being heard, direct him to realize 
the investment or investments, and the insurer shall comply with the direction 
within such time as may be specified in this behalf by the Authority^^ 
Administrative Steps Regarding Insurance 
Any authority at any time by order in writing, direct to any person to 
become an investigating authority and investigate such and matter. 
The investigating authority may at any time, and shall, on being directed 
so to do by the Authority, cause an inspection to be made by one or more of his 
officers, of any insurer and his books of account and the Investigating 
Authority shall supply to the insurer a copy of his report on such inspection. 
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Under such situation it shall be the duty of every manager, managing 
director or other officer of the insurer to produce before the Investigating 
Authority directed to make the investigation or inspection. They show all such 
account book and registers and other document in his custody. They give the 
statement and information about the insurer as the said Investigating Authority 
may require from him. 
The investigating authority have power to examine on oath, any manager or 
managing director or other officer of the insurer in relation to his business and 
may administer oaths accordingly. 
The authority after making investigation having power to give 
opportunity to the insurer to heard them and direct-
1. To require, to such action in respect of any matter arising out of the 
report as the authority may think fit; or 
2. To cancel the registration of insurer or; 
3. To direct any person to apply the court for winding up of the insurer, if 
a company, whether the registration of the insurer had been cancelled 
under such situation. 
The authority after given notice to insurer, publish the report submitted 
by investigating authority. 
All expenses incidental to any investigation made under this section 
shall be defrayed by the insurer and shall be recoverable as an arrear of land 
revenue.''' 
The IRDA may, at any time. If considerers expedient to do so by order 
in writing, direct any person (investigating officer as referred in this section) 
specified in the order to investigate the affairs of any insurer or intermediary or 
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insurance intermediary, as the case may be, and to report to the Authority on 
any investigation made by such investigating officer. 
Provided that the investigating officer may, wherever necessary, employ 
any auditor or actuary or both for the purpose of assisting to him in any 
investigation under this section. 
Not with standing anything to the contrary contained in section 235 of 
the Companies Act 1956, the investigating officer may, at any time, and shall, 
on being directed so to do by the Authority, cause an inspection to be made by 
one or more of his officers of the books of account of any insurer or 
intermediary or insurance intermediary, as the case may be and the 
investigating officer shall supply to the insurer or intermediary or insurance 
intermediary, as the case may be a copy of the report on such inspection. 
It shall be the duty of the manager and managing director or other 
officer of the insurer including a service provider, contractor of an insurer 
where services are outsourced by the insurer, or intermediary or insurance 
intermediary, as the case may be, to produce before the investigating officer 
directed to make the investigation, all such books of account, registers, other 
documents and the database in his custody or power and to furnish him with 
any statement and information relating to the affairs of the insurer or 
intermediary or insurance intermediary, as the case may be, as the investigating 
officer may require of him which such time as the said investigating officer 
may specify. 
Any investigating officer, directed to make an investigation, may 
examine on oath, any manager managing director or other officer of the insurer 
including a service provider or contractor where the services are outsourced by 
the insurer or intermediary or insurance intermediary, as the case may be, in 
relation to his business. 
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The investigating officer shall, if he has been directed by the Authority 
to cause an inspection to be made, make a report to the Authority to cause an 
inspection to be made, make a report to the Authority on such inspection. 
On receipt of any report, the Authority may, after giving such 
opportunity to the insurer or intermediary or insurer intermediary, as the case 
may be, to make a representation in connection with the report as, in the 
opinion of the Authority, seems reasonable by order in writing-
1. Require the insurer, to take such action in respect of any matter 
arising out of the report as the Authority may think fit; or 
2. Cancel the registration of the insurer or intermediary or insurance 
intermediary, as the case may be; or 
3. Direct any person to apply to the court for the winding up of the insurer 
or intermediary or insurance intermediary as the case may be, if it is a 
company, whether the registration of the insurer intermediary or 
insurance intermediary, as the case may be, has been cancelled. 
The Authority may the regulations made by it specify the minimum 
information to be maintained by insurers or intermediary or insurance 
intermediary, as the case may be, in their books, the manner in which such 
information shall be maintained, the checks and other verifications to be 
adopted by insurers or intermediary or insurance intermediary, as the case may 
be, in that connection and all other matters incidental thereto as are, in its 
opinion, necessary to enable as are, in its opinion, necessary to enable the 
investigating officer to discharge his function satisfactorily. 
No order made here shall be capable of being called in question in any 
court. 
All expenses of, and incidental to, any investigation made shall be 
defrayed by the insurer, intermediary or insurer intermediary as the case may 
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be, shall have the priority over the debts due from the insurer and shall be 
recoverable as an arrear of land revenue. 
These provisions are much important because the whole business of 
insurance depends upon the administration of the concerned business. Their 
must be a strong Administrative Authority as well as the Authority which 
impose the penalty in respect of the violation of the rules of Administrative 
Authority. 
Finally the insurance business is growing one. But definitely some 
problems will be face in future. So the chain of amendment will be continuing 
in the Insurance Act 1938. 
2. Insurance Regulatory and Development Authority Act-1999 
The insurance industry requires a high degree of regulation. The 
Insurance Act, 1938 provides for the institution of the controller of insurance to 
act as a strong and powerful supervisory and regulatory authority with power to 
direct, advise, search, seize, fine amalgamate, authorize, register and liquidate 
insurance companies. 
In April, 1993, the government set up a high-powered committee headed 
by Shri R.N. Malhotra, former Governor, Reserve Bank of India, to examine 
the structure of the insurance industry and recommend change to make it more 
efficient and competitive keeping in view the structural changes in other parts 
of the financial system of the economy. The committee which submitted its 
report on the 7th Jan, 1994 felt that the insurance regulatory apparatus showed 
be activated even in the present set up of nationalized insurance sector and 
recommended, inter-alia, the establishment of a strong and effective Insurance 
Regulatory Authority in the form of statutory autonomous board on the lines of 
the securities and exchange board of India. 
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The recommendations of committee were discussed at different forum 
including the Consuhative Committee of the parliament attached to the 
ministry of finance, management of the Life Insurance Corporation, the 
General Insurance Corporation and its subsidiary companies. Trade Unions, 
Chamber of Commerce and Consumer Interest Groups. The recommendations 
to set up an autonomous Insurance Regulatory Authority find wide support. In 
view of the general support received, the government decides to bring a 
legislation to establish an independent Regulatory Authority for the insurance 
industry. Since enacting legislation for creating the Insurance Regulatory 
Authority was to take time, then the government constituted through a 
government resolution an interim Insurance Regulatory Authority, till the 
pending of the enactment of a comprehensive legislation. The chairman, 
Insurance Regulatory Authority has been notified as controller of insurance 
under the Insurance Act, 1938. The said interim Insurance Regulatory 
Authority at present is discharging certain functions and exercising powers of 
the controller. 
In pursuance of Budget speech in July 1996, the government introduced 
on the 20th December, 1996, the Insurance Regulatory Authority Bill, 1996 for 
establishment of an authority to protect, regulate, promote the interest of 
holders of insurance policies and to ensure orderly growth of the insurance 
industry and for matter cormected their with or incidental thereto. The Bill was 
referred to the Department related Standing Committee on the ministry of 
finance. The committee submitted its report on 9th May, 1997. However the 
said Bill incorporating therein, the recommendation of the said Standing 
Committee was taken for the consideration, but could not be passed and the 
Bill was withdrawn by the government. 
In order to provide better insurance coverage to our citizens and also to 
augment the flow of long term resources for financing infrastructure, in the 
Budget speech, 1998, the of government was announced to open up the 
insurance sector and also to establish a statutory Regulatory Authority and 
:57 
containing three schedules incorporating amendments to the Insurance Act, 
1938, the Life Insurance Corporation Act, 1956 and the General Insurance 
Business (Nationalization) Act, 1972 to permit the entry of private Indian 
companies into the insurance sector and to make certain consequential 
amendments to the Insurance Act, 1938 . The Bill was referred to the Standing 
Committee on the finance on the 4th January, 1999 for examination and report. 
The Standing Committee while recommending the Bill suggested some 
amendments. These amendments were accepted by the government and 
amendments to the Bill were circulated on the 18th March 1999. However, the 
Bill could not be taken up for consideration consequent on the dissolution of 
the Lok Saba. It is now proposed to re-introduce a fresh bill by incorporating 
the provisions of the Insurance Regulatory Authority Bill, 1998 and the 
amendment suggested by the Standing Committee on finance. The Bill will be 
titled Insurance Regulatory and Development Authority Bill on the basis of 
recommendation of the Standing Committee. In the main text of the Bill, 
provisions were incorporated to give a statutory character to the interim 
Insurance Regulatory Authority and the three schedules contain amendment to 
the Insurance Act, 1938, amendment to the Life Insurance Corporation Act 
1956 and General Insurance Business (Nationalization) Act, 1972.^ ^ 
Establishment of Insurance Regulatory and Development Authority 
With effect from such date as the central government may by 
notification, appoint, there shall be established, for the purpose of this act, an 
authority to be called "Insurance Regulatory and Development Authority of 
India". 
The Authority shall be a body corporate by the name aforesaid having 
perpetual succession and a common seal with power, subject to the provisions 
of this Act, to acquire, hold and dispose of property, both movable and 
immovable, and to contract and shall, by the said name, sue or be seed."" 
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Composition of Insurance Regulatory and Developmental Authority 
The authority shall consist of the following members, namely-
1. A chairman, 
2. Not more than five whole time members, 
3. Not more than four part time members; 
These persons to be appointed by the central government from amongst 
persons of ability, integrity and standing who have knowledge or experience in 
the life insurance, general insurance, actuarial science, finance, economics, law. 
accountancy, administration or any other disciplines which would, in the 
opinion of the central government, be useful to the Authority. 
Provided that the central government shall, while appointing the 
chairperson and the whole time members, ensure that at least one person is a 
person having knowledge or experience in life insurance, general insurance or 
actuarial science, respectively. '^ 
The chairperson and every other whole time member shall hold office 
for a term of five years from the date on which they enters upon his office and 
shall be eligible for reappointment. 
Provided that no person shall hold office as a chairperson after he has 
attained the age of sixty-five years. 
Provided that, further no person shall hold office as a whole time 
member after he has attained the age of sixty two years. 
A part-time member shall hold office for a term not exceeding five years 
from the date on which they enters upon his office.'*^  
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Powers and Functions of Insurance Regulatory and Development 
Authority 
These Powers and Functions as follows 
1. Issue applicant a certificate of registration, renew, modify, withdraw, 
suspend or cancel such registration; 
2. Protection of interest of the policyholders in matters concerning 
assigning of policy, nomination by policy holders, insurable claim, 
surrender value of policy, and other terms and conditions of insurance; 
3. Specifying requisite qualifications, code of contract and practical 
training for intermediary or insurance intermediaries and agents; 
4. Specifying the code of conduct for surveyors and loss assessors; 
5. Promoting efficiency in the conduct of insurance business; 
6. Promoting and regulating professional organizations connected with the 
insurance and reinsurance business; 
7. Levying fees and other charges for carrying out the purpose of this Act; 
8. Calling for information from, undertaking inspection of, conduct 
enquiries and investigations including audit of insurers, intermediaries, 
insurance intermediaries and other organizations connected with the 
insurance business; 
9. Control and regulation of the rates, advantages, term and conditions that 
may be offered by insurer in respect of general insurance business not so 
controlled and regulated by the Tariff Advisory Committee under 
Insurance Act, 1938; 
10. Specifying the form and manner in which book of account shall be 
maintained and statement of accounts will be rendered by insurers and 
other insurance intermediaries; 
11. Regulating investment of fund by insurance companies; 
12. Regulating maintenance of margin of Solvency; 
13. Adjudication of disputes between insurers and intermediaries or 
insurance intermediaries; 
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14. Supervising the functioning of the Tariff Advisory Committee; 
15. Specifying the percentage of premium income of the insurer to finance 
schemes for promoting and regulating professional organizations; 
16. Specifying percentage of life insurance business and general insurance 
business to be under taken by the insurer in the rural or social sector and; 
17. Exercising such other powers as may be prescribed.''^  
Contributory Efforts of Insurance Regulatory and Development Authority 
Regarding Insurance 
The central government may, after due appropriation made by 
parliament by law in this behalf, make to the authority grants of such sums of 
money as the government may think fit for being utilize for the purpose of this 
Act.^ ^ 
There shall be constituted a fund to be called "the Insurance Regulatory 
and Development Authority Fund" and there shall be credited there to-
1. All government grants, fees and charges received by the Authority; 
2. All sums received by the Authority from such other source as may be 
decide upon by the central government, 
The Fund shall be applied for meeting 
1. Salaries, allowance and other remuneration of the member, officers and 
other employees of the Authority. 
2. The other expenses of the Authority in connection with the discharge of 
its functions and for the purpose of this Act."*^  
Administrative Steps of Insurance Regulatory and Development Authority 
Regarding Insurance 
The authority shall maintain proper accounts and other relevant records 
and prepare an annual statement of account in such form as may be prescribed 
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by the central government in consultation with the Controller and Auditor 
General of India. 
The account of the authority shall be audited by the Comptroller and 
Auditor. General of India for such intervals as may be specified by him and any 
expenditure incurred in connection with such audit shall be payable by the 
Authority to the Controller and Auditor General. 
The Controller and Auditor General of India and any other person 
appointed by him in connection with the audit of the accounts of the Authority 
shall have the same rights, privileges and authority in connection with such 
audit as the Comptroller and Auditor General generally has in connection with 
the audit of the government accounts and in particular, shall have the right to 
demand the production of books of account, connected vouchers and other 
documents and papers and to inspect any of the offices of the Authority. 
The account of authority as certified by the Controller and Auditor 
General of Indian or any other person appointed by him in this behalf together 
with the audit report thereon shall be forwarded annually to the central 
government and the government shall cause the same to be laid before each 
house.**^  
The central government may, by notification and for reasons to be 
specified therein, supersede the authority for such period, not exceeding six 
months as may be specified in the notification and appoint a person to be the 
controller of insurance under section 2-B of the Insurance Act, 1938. If not 
already done; 
Provided that before issuing any such notification, the central 
government shall given a reasonable opportunity to the authority to make 
representations against the proposed suppression and shall consider the 
representation, if any, of the authority. . 
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Upon the publication of a notification under subsection (1), superseding 
the authority-
1. The chairman and other members shall, as from the date of super 
session, vacate their offices as such; 
2. All the powers, fimctions and duties which may, by or under the 
provision of this Act, be exercised or discharged by or on behalf of the 
Authority shall until the Authority is reconstituted under sub section (3) 
be exercised and discharged by the Controller of Insurance. 
The Authority in exercise of its powers or the performance of its 
fimctions under this Act, be bound by such directions on questions of policy, 
other than those relating to technical and administrative matters, as the central 
government may given in writing to it from time to time; 
Provided that the authority shall, as for as practicable, be given an 
opportunity to express its views before any direction is given under this sub-
section. 
The decision of the central government is of the opinion-
1. That, on account of circumstances beyond the control of the Authority, it 
is unable to discharge the functions or perform the duties imposed it by 
or under the provisions of this Act, or 
2. That the Authority has persistently defaulted in complying with any 
direction given by the central government under this Act or in the 
discharge of fimctions or performance of this duties imposed on it by or 
under the provisions of this Act and as a resuh of such default the 
financial position of the Authority or the administration of the Authority 
has suffered; or 
3. That circumstances exist which render if necessary in the public interest 
so to do; or 
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4. All properties owned or controlled by the Authority shall, on till the 
authority is reconstituted under sub-sec. 3 vest in the central 
government.'*^ 
The Insurance Regulatory and Development Act is proving a beneficial 
legislation for the over all insurance business in India because it hold a strong 
position in respect of Regulatory as well as Administrative Mechanism. 
3. Insurance Laws (Amendment) Bill-2008 
The Insurance, Act 1938 provides for the regulation of insurance 
business in the country. However, with the enactment of the Insurance 
Regulatory and Development Authority Act, 1999, the insurance business was 
open up to the private sector. As a result of opening up of the insurance 
business, the number of insurance business companies has increased from six 
nationalized companies in 1999 to forty-two insurance companies as on today. 
The IRDA Act paved the way for establishment of the Insurance Regulatory 
and Development Authority to protect the interest of holder of insurance 
policies and to regulate, promote and ensure orderly growth of the insurance 
industry and for matter connected therewith or incident thereto. 
The Law Commission of India, at the request of IRDA, had reviewed 
these Acts and submitted its 190th report relating to the revision of Insurance 
Act, 1938 as well as the Insurance Regulatory and Development Authority Act, 
1999, to the government on 1st June, 2004. The report covered legal issues 
concerning repudiation of life insurance policies, nomination; assignment and 
transfer of policies, merger of IRDA Act with the Insurance Act, 1938, setting 
up of the Grievances Redressal Authorities, Insurance Appellate Authority. 
amendment to definitions and redundant provisions. An expert committee 
under the chairmanship of K.P. Narasimhan (Ex-chairman of LIC) was set up 
by IRDA on the recommendation of Law Commission. The K. P. Narasimha 
Committee examined various issues relating to Surveyors and loss Assessors, 
investments. Tariff, shareholders and policy holders funds and extent of foreign 
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shareholdings in the Indian insurance companies and co-operative societies. It 
submitted its report to IRDA on 26th July 2005. The report submitted by Law 
Commission and the K. P. Narasimha Committee were examined by IRDA and 
IRDA forwarded its recommendations on amendment of Insurance Laws to the 
government on 16th March, 2006. The government considered and finalized 
recommendation in consultation with General Insurance Public Sector's 
Association (GIPSA) and General Insurance Corporation of India (GIC) to 
amend Insurance Laws. The Insurance Laws (Amendment) Bill, 2008 proposes 
to amend the Insurance Act, 1938, Insurance Regulatory and development 
Authority Act, 1999 as well as General Insurance Business (Nationalization) 
Act, 1972. 
Governmeiital Agenda behind Insurance Laws (Amendment) Bill-2008 
After considering each and every thing in this present world of 
globalizes business, government of India decides to amend Insurance Laws for 
the benefit of peoples as well as progress of nation. The Governmental Agenda 
behind the amendment of Insurance Laws are as follows-
To Strength Privatization 
In respect to strength the privatization the government take steps-
1. Include 'insurance agent' in the definition of insurance "intermediaries" 
those who are playing bid role in present, in the privatized business of 
insurance. 
2. Entrust the responsibility to appoint the agent on insurer and IRDA to 
regulate their eligibility, qualification and other aspect which are 
necessary for the privatized business of insurance, 
3. Allow insurance companies to raise newer instruments on the pattern of 
banks to strength their business. 
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4. Formulate regulations for the payment of commission and control of 
management expenses, important aspect in this privatized world of 
insurance. 
To Participate in the Global Competition 
In respect of participation in global business government take following 
steps-
1. Raise the foreign equity in the insurance company from 26% to 49% and 
maintain foreign direct investment cap at 26% for insurance co-
operative societies. 
2. Permit foreign re-insurers to open branches only for re-insurance 
business in India. 
3. Facilitate entry of Lloyd's of Landon in insurance business in India as a 
foreign company in joint venture with Indian partners and also as branch 
of foreign re-insurer. 
4. Formulate regulations for opening and closing of foreign branches and 
the closing of domestic branches in Indian insurers and norms for 
opening domestic branches. 
To Formulate a Firm Insurance Business 
In this respect taken follows steps-
1. Define health insurance and provides minimum paid up capital of 50 
crore for carrying this business. 
2. Provide for permanent registration of the insurers with annual renewal 
fees and right to enact the registration on breach of conditions specified 
by IRDA. 
3. Remove restriction on disinvestment by Indian promoters of insurance 
companies, which were required earlier to divest to 26%. 
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4. Remove requirements of deposits by insurers for registration in view of 
these being regulated by IRDA on the basis of solvency margin. 
5. Make provision for absolute and conditional assignment of life insurance 
policies. 
6. Make provision for distinction between beneficiary nominee and 
collector nominee in life insurance business. 
7. Make life insurance policy unchallengeable on whatsoever ground after 
five years of issue of the policy and limiting the grounds for challenge 
during the period within five years. 
8. Delete the provisions relating to Tariff Advisory Committee (TAC) in 
view of the metrification of rates and premium w.e.f 1st January 2007. 
9. Delete redundant provisions and make consequential amendment to 
various provisions in Insurance Act. 
10. Address matters relating to the functions, code of conduct, etc. of 
surveyors and loss assessors in the existing regulations. 
11. Allow nationalized general insurance companies to raise money from the 
market with the permission of central government for increasing their 
business in rural and social sector, to meet solvency margin and such 
other purposes, as the central government may empowered on this 
behalf 
To Strong Regulatory Mechanism with Penal Provisions 
In this respect following steps taken by the government 
1. Provide for making Life Insurance and General Insurance Council as self 
regulating bodies by empowering them to frame bye-laws for elections, 
meetings, levy and collection of fees from its members; 
2. Provide for fine up to Rs. 25 crore and imprisonment up to 10 years for 
carrying on insurance business without registration. 
3. Providing for penalty of "not exceeding twenty five crore rupees" in case 
of an insurer fail to comply with the obligations for rural or social sector 
or third party insurance. 
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4. Provide for powers of adjudication to the Authority and appeal to 
Securities Appellate Tribunal against the decision of Authority. 
5. Provide for creating sums realized by way of penalty to the consolidated 
fund of India. 
6. Bar court from taking cognizance of any offence punishable under the 
Insurance Act, save on a complaint made by the officer of IRDA.''^  
2. 2. Pension in the Pension Legislations 
1. Pension Act-1871 
The Pension Act, 1871, relates to the union as well as state pensions 
including grant of money, vis a vis, any other thing payable on the part of 
government. In respect of any right, privilege, perquisite or office connected to 
the union pension, the central government, in respects of any right, privileges 
connected to state pension, state government deals with the matter and shall be 
considered as the appropriate government. '^ 
Obligations of Government Regarding Pension 
These obligations are as follows which impose by the Act on the government 
regarding pension benefits-
1. The pension matter taken by the Collector of the District or Deputy 
Commissioner or other officers is authorized by the appropriate 
government in this behalf. 
2. The concern authorities decide the pension matter as per the rules and 
regulations.^ ** 
3. The Revenue Authority decides matter relating to pension under the 
supervision of appropriate government as time to time feel necessary.50 
4. The civil court shall not entertain any suit relating to any pension or 
grant of pension of money or land revenue. '^ 
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5. The civil court shall entertain any suit or take cognizance of any such 
claim upon receiving a certificate from such collector, deputy 
commissioner or other officer authorized on that behalf. 
6. The pension given by the government for the loss of native government 
must be alienable and recorded in the same manner as any other.^ ^ 
7. All the pension, grant or money paid by the collector, deputy 
commissioner or other authorized officer, subject to such rule as may be 
prescribed from time to time by the chief controlling revenue 
authority.^ '' 
8. The claim of pension should not be effect when once accepted by the 
government.'' 
9. The claim of nominee must be satisfied with due inquiry. 
10. The pension shall not be granted by the government on political 
considerations or on account of past services or present infirmities or as 
compassionate allowance. The money due or to become due on 
accordant of any such pension or allowance, shall not be liable to 
seizure, attachment or sequestration by process of any court at the 
instance of a creditor, for any demand against the pensioner, or in 
satisfaction of a decree or order of any such court.'^  
Obligations of Pensioner Regarding Pension 
These obligations are as follows which are for the employees for the claim of 
pension benefits-
1. Any pensioner having a claim relating to such pension or grant may 
prefer such claim to the collector of the District or Deputy Commissioner 
or other officer authorized by the government on this behalf" 
2. The pensioner shall not make any assignment, agreements, orders, sale 
and securities in respect of any payment entitled by him from the govt.^ ^ 
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3. The pensioner who is considered as pensioner by the government and 
receiving pension under seal may nominate any person, in such manner 
and in such form as may be prescribed by the central government by 
rules, to receive after the death of the pensioner, all money payable to 
pensioner. 
4. The pensioner can pass some right regarding pension to other person 
except the nominee." 
Administrative Steps Regarding Pensions 
In each state the chief controlling Revenue Authority may, with the 
consent of the appropriate government, from time to time, make rules for the 
guidance of officer. Such rules must be in consistent with this Act respecting 
all or any of the following matter-
1. The place and times at which and the person of whom, any pension shall 
be paid; 
2. Inquiries into the identity to claimants; 
3. The record to be keep on subject of pension; 
4. Correction of such record; 
5. Transmission of such record; 
6. Delivery of certificates of pension; 
7. Registers of such certificates; 
8. Reference to the civil court, of pension claiming a right of succession to 
or participation in, pension or grants of money payable by the 
government; 
All such rules shall be published in the official gazette, and shall 
thereupon have the force of law.^ ° 
The central government may, by notification in the official gazettes. 
make rules to provide for all or any of the following matters namely-
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1. The manner and form in which any nomination may be made and the 
manner and form in which such nomination may be cancelled or varied 
by another nomination; 
2. The manner in which provision may be made, for conferring on some 
person other than the nominee the right to receive moneys payable to the 
nominee if such nominee predeceases the pensioner. '^ 
Every rule made by the central government and by the chief controlling 
Revenue Authority with the consent of the central government shall be laid, as 
soon as may be after it is made, before each house of parliament, while it is in 
session, for a total period of thirty days which may be comprised in one session 
or in two or more successive session both house agree in making any 
modification in the rule or both houses agree that the rule should not be made 
the rule shall thereafter have effect only in such modified form or be of no 
effect, as the case may be; so, however, that any such modification or 
annulment shall be without prejudice to the validity of anything previously 
done under that rule.^ ^ 
The Pension Act 1871 is a legislation of colonial era and its some 
provisions are transitional in nature meaning thereby some provisions are not 
for Indians benefits as well as some provisions are absolutely missing which 
are necessary for pension system. Due to this reason government of India make 
Central Civil Services (Pension) Rules 1972. 
2. Central Civil Services (Extraordinary Pension) RuIes-1939 
These rules provide special beneficial award to the person, who paid 
from civil estimates, suffered death, disability during the course of government 
service. But for getting this benefit, it is necessary on the part of the employee, 
that he must show that their was nexus between the employment and the death 
vis a vis injury sustain by him and the medical report should also confirm to the 
injury that which sustain during the course of employment.^ ^ 
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The Fifth Pay Commission, inter-alia recommended that for determining 
the compensation payable under this rules for death and disability must be 
clearly define by the claimant of this award under which categories he should 
define.^ 
The Six Pay Commission again recommended for constant attendance 
allowance for those civil employees who became 100% disable from doing 
work on the same line as available for defense services employee.^ ^ 
There are some prescribed categories under which an employee can 
claim for compensation- these categories are as follows-
1. Category 'A' - Death or disability due to natural cause not attributable 
to government service. Examples would be chronic ailments like heart 
and renal diseases, prolonged illness, accident while not on duty, etc. 
2. Category 'B'- Death or disability due to cause which are accepted as 
attributable to or aggravated by government service, Diseases contracted 
because of continued exposure to a hostile work environment, subject to 
extreme weather conditions, or occupational hazards resulting in death 
or disability would be example. 
3. Category ' C - Death or disability due to accidents in the performance 
of duties. Some examples are accidents while traveling for duty in 
government vehicles or public transport, a journey for duty is performed 
by service aircraft, mishaps at sea, electrocution while on duty, etc. 
4. Category 'D' - The death or disability attributable by the acts of 
violence by terrorists, anti-social elements etc. Whether in their 
performance of duties or otherwise. Apart from cases of death or injury 
sustained by personal of the central police organization while employed 
in aid of the civil administration in quelling agitation, riots or revolt by 
demonstrators, other public servants including police personnel, etc. 
bomb blasts in public places or transport, indiscriminate shooting 
incidents in public, etc. would be covered under this category. 
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5. Category 'E' - Death or disability arising as a result of (a) attack by or 
during action against extremists, anti-social element, etc. and (b) enemy 
action in international war or border skirmishes and war like situations, 
including cases which are attributable to. 
1. Extremists, acts, exploding mines, etc, which on way to an operational 
area, 
2. Kidnapping by extremist and 
3. Battle inoculation as part of training exercise with live ammunition. 
Benefits Regarding Extra-Ordinary Pension 
These benefits are introduce by the government for extra care of older 
persons 
1. Family pension for category B & C 
1. The quantum of monthly extraordinary pension for the widows shall be-
1. Where the deceased government servant was not holding a pensionable 
post; 40% of basic pay subject to a minimum of Rs. 1,650. 
2. Where the decreased government servant was holding a pensionable 
post; 60 % of basic pay subject to a minimum of Rs. 2,500. 
3. In case where the widow dies or remarries, the children shall be paid 
family pension at the rates mentioned at (a) or (b) above as applicable. 
and the same rate shall also apply to fatherless/motherless children. In 
both cases, family pension shall be paid to children for the period 
during which they would have been eligible for family pension under 
the CCS (Pension) Rules. Dependent parents/brother/sister, etc. shall be 
paid family pension at one-half the rate applicable to widow/fatherless 
or motherless children. 
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2. Family Pension for category *D' & 'E' 
1. If the government servant is not survived by widow but is survived by 
child/children only, children together shall be eligible for family pension 
at the rate of 60% of basic pay subject to a minimum of Rs. 2,500. 
Children allowance, as admissible now, shall stand abolished. 
2. when the government servant dies as a bachelor or as widower without 
reference to pecuniary circumstances at the rate of 75% of pay last 
drawn if both parents are alive and at the rate of 60% if only one of them 
is alive. 
3. Disability pension for category 'B' & ' C 
1. Normal pension and gratuity admissible under the CCS (pension) Rules, 
1972, plus disability pension equal to 30% of basic pay, for 100% 
disability. 
2. For lower percentage of disability, the monthly disability pension shall 
be proportionally lower as at present, provided that where permanent 
disability is not less than 60 percentage, the total pension i.e. pension or 
service gratuity admissible under the ordinary pension rules plus 
disability pension as indicated at (i) above shall not be les than 60% of 
basic pay, subject to a minimum of Rs. 2,500. 
4. Disability Pension for Category 'D'-
1. Disability pension comprising a service element equal to the retiring 
pension and gratuity to which the employee would have been entitled to 
on the basis of his pay on the date of invalidation but counting service 
up to the date on which he would have retired in the normal course and 
disability element equal in amount to normal family pension subject to 
the condition that the aggregate of the service and disability element 
shall not be less than 80% of pay last drawn, for 100% disability. 
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2. For lower percentage of disability, the disability element shall be 
proportionately lower as at present. 
5. Disability Pension for Category 'E ' 
1. Disability pension, comprising a service element equal to the retiring 
pension and gratuity to which the employee would have been entitled to 
on the basis of his pay on the date of invalidation but counting service 
up to the date on which he would have retired in normal course and 
disability element equal in amount to the pay last drawn subject to the 
condition that the aggregate of the service not exceed the pay last drawn 
for 100% disability.^ ** 
The six Pay Commission accordingly recommended that the rates of 
exgratia family pension may be double and raised to 10 lakh in case of the 
death occurring due to accidents in the course of performance of duty whether 
attributable to acts of violence by terrorism anti-social elements etc. or 
otherwise and to Rs. 15 lakhs in cases of death occurring due to enemy action 
in international war or border skirmishes or action against militants, terrorists, 
extremist in the border posts or on account of natural disasters, extreme 
weather conditions, while on duty in the specified high altitude, in accessible 
border posts etc. 
Procedure to Claim Extra-Ordinary pension 
When a claim for any disability pension or family pension arises, the 
injured or the deceased sent the report to the government of India with the 
following documents, through the head office or Department in which he was 
posted. 
1. A full statement of circumstances in which the injury was received, the 
disease was contracted or the death occurred. 
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2. The application for disability pension in form 'A' or as the case may be, 
the application for family pension in form 'B' of the form , set in the 
schedule IV. 
3. In the case of an injury of the government servant on one , who has 
contracted a disease, a medical report in form ' C of the form set forth in 
schedule-IV. In the case of a deceased government servant, a medial 
report as to the death or reliable evidence as to the actual occurrence of 
death if the government servant lost his life in such circumstances that a 
medical report can not be secured. 
4. A report of the account officer concerned as to whether an award is 
admissible under the rules and if so, of what amount.^ ^ 
Where the government satisfied on evidence placed before them by a 
government servant in respect of whom a medical report for the purpose of 
grant of disability or other extra ordinary pension has been received by them, of 
the possibility of an error of judgment in the decision of the Medical Board 
which examined him, the government may direct a second Board consisting of 
members other then those who constituted the first Medical Board to examine 
the officer and submit a report to the government in the matter, pension shall be 
granted to the officer in accordance with the decision of the second Medical 
Board.^ * 
Administrative Steps Regarding Extraordinary Pension 
The supreme administrative authority under these rules is president. No 
award shall be made except with the sanction of the president. The president is 
now pleased to divide as under-
1. The extent of disability or functional incapacity shall be determined in the 
following manner for purpose of computing the disability element forming 
part of benefits-
Less than 50% - 50 
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Between 50% to 75% - 75 
Between 76 to 100% - 100 
2. The findings of the Medical Board on the extent of disability would be 
treated as final and binding unless the employee himself seeks a review by 
preferring an appeal to an authority immediately superior to the one who 
had constituted the board, in case the appeal is accepted and a review 
medical board is constituted, the findings of the board would be binding on 
all parties. 
3. Different departments and offices shall have the power to grant 
disability/family pension covered under the government orders and 
instructions issued on the subject. They shall exercise these powers, 
wherever necessary, in consultation with the financial advisers. Only in 
cases not covered strictly in terms of the government guidelines and 
instructions, reference to Department of pension and pensioner's welfare 
shall be made.^ ^ 
The Central Civil Services (Extra-Ordinary Pension) Rules provides 
protection to the employees and their dependences in addition to the pension in 
cases of death as well ass disability in the course of their employment. 
3. Central Civil (Services) Rule-1972 
The pension includes the retirement benefit and retirement gratuity. Any 
claim for pension vis a vis family pension shall be regulated by the provisions 
of the Central Civil (Services) Rules in force at the time when a government 
servant retires or is retired or is discharged or is allowed to resign from service 
or dies as the case may be. 
The day on which a government servant retires or is retired or is 
discharged or is allowed to resign from service, as the case may be shall be 
treated as his last working day. But the day of the death of an official on extra 
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ordinary leave on medical ground should not be treatment as working day but 
only part of leave7° 
The qualifying service of a government servant who claim for pension 
shall be commence from the date, he takes charge of the post to which he is 
first appointed either substantively or in an officiating or temporary capacity. 
The service of government servant shall not qualify unless his duties and 
pay are regulated by the government, or under conditions determined by the 
governments^ 
If an employee when employed by the central government was the 
employee of autonomous body own by the central government. This service 
period shall be counted for pension claim. 
The service on probation followed by confirmation shall qualify for 
pension.'^  But service as an apprentice shall not qualify for pension.^ '* A person 
who is initially engaged by the government on a contract for a specified period 
and is subsequently appointed to the same or another post in a substantive 
capacity shall qualify for pension.^ ^ 
A government servant who, having retired on compensation pension or 
gratuity, is re-employed and appointed substantively to a service or post to 
which he may exercise option, either to continue to draw the pension or cease 
from it. If he continues to receive payment his subsequent service should not be 
considered as qualifying for pension.^ ^ All leave during service for which leave 
salary is payable and all extraordinary leave granted on medical certificate shall 
count as qualifying service for pension. '^ 
As in the case of Indian Bank and Another v/s G.Ramachandran 
and Others'* the court come to the conclusion that the Rule 21 itself clearly 
suggests that only in case where leave has been granted on medical ground, the 
appointing authority at the time of granting such leave may allow the period 
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thereof to be counted as qualifying service if such leave granted to a 
government servant. The limited area in which Rule 21 operates is evidently 
centered round grant of the medical leave. 
The time pass by the government servant under suspension, forfeiture, of 
service on regulation shall considered as qualifying for pension.^ ^ 
The above principle has been confirm by the court in, Rajan TV. S and 
other v/s Management of Indian Bank^%y given the decision that the leave on 
loss of pay due to suspension of employee would count as qualifying period of 
service for pension. 
Obligations of Government Regarding Pension 
The conditions imposing on the point of obligation are something like-
1. The superannuation pension shall be granted by the government to the 
servant who is retired on his attaining the age of compulsory 
retirement.*' 
2. The Retiring pension shall be granted by the government to the servants, 
who retires, or is retired, in advance of the age of compulsory 
retirement, or who, on being declared surplus, opts for voluntary 
retirement.*^ 
As the court was of the view in, Madhav K. Kritikar v/s Bank oflndi^^ 
that the Retiring Pension shall be granted to the employee, who retired, in 
advance of the age of compulsory retirement, or who, on being declare surplus, 
opt for voluntary retirement 
3. The pension shall be granted by the government to the servant who has 
been permitted to be absorbed in a service or post in or under a corporation 
or company wholly or substantially owned or controlled by the 
central/state government.*'* 
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The opinion of court confirm to the above rule in, Accountant General 
ofOrissa v/s Ramamousthy *' that if the pension of an employee who is govt. 
servant or has been permitted to be absorb in service or post in or under a 
corporation or company controlled or owned by the Central/State Govt. 
commuted less than the prescribed limit, pro-rate the commuted portion has to 
be deduct from the basic pension to arrive at a restoration of pension. 
4. The invalid pension shall be granted to the servant by the government, 
who retires from the service an account of any bodily or mental infirmity 
which permanently incapacitates him for the service.^ ^ 
5. The government shall paid the compensation pension to the servant who 
is selected for discharge owing to the abolition of his permanent post.*'' 
6. The government shall paid the compulsory retirement pension to the 
servant who has been compulsorily retired from service as a penalty.*^ 
Obligations of Employee Regarding Pension 
The conditions imposing on employee by the Act are as follows-
1 A government servant shall not earn two pensions in the same service or 
post at the same time or by the same continuous service. 
2 A government servant who has been re-employed, after the retirement 
shall not entitled for separate pension.*' 
3 A government servant shall not take any commercial employment before 
the expiry of one year from the date of his retirement except by taking 
the permission from the concerned authority of government'" 
4 A government servant shall not take part in the practice of income tax 
and other cases after retirement." 
5 A government servant shall not opt employment outside India after 
retirement without the permission of concerned authority.'^  
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Amount of Pension 
In the case of government servant retiring in accordance with the 
provisions of these rules before completing qualifying service of ten years, the 
amount of service gratuity shall be calculated at the rate of half month's 
emoluments for every completing six monthly period of qualifying service. 
In the case of a government servant retiring in accordance with the 
provisions of these rules after completing qualifying service of not less than 20 
years, the amount of pension shall be calculated at fifty percent of average 
employment, subject to the minimum four thousand and five hundred per men 
sum. And the government retirement before completing 20 years, the amount 
of pension shall be proportionate to the amount of four thousand, five hundred 
per men sum. 
The above rule has been declared correct by the court too in, Union of 
India and Others v/s Satish Kumar^^ by given the decision that the Provisions 
for proportionate pension to employees superannuating with lesser than the 
prescribed length of qualified service is not discriminatory. 
Payment of Pension 
The pension shall became payable from the date on which a government 
servant ceases to the establishment. The pension including family pension shall 
be payable for the day on which its recipient dies.'^ The family pension should 
be payable only in Indian currency.'^  A pension fixed at monthly rates shall be 
payable monthly on or after the last working day of the month to which the 
pension relates except for the month of March when it shall be payable on or 
after 1st working day of April.''' 
Administrative Steps Regarding Pension 
The every head of the Department shall have a list prepared at every six 
months, that is, on the 1st Jan and 1st July each year of all government 
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servants. The head officer convey information to the Account Officer about the 
person those who retire by may of superannuation vis-a-vis other reasons. The 
head officer also write to Directorate of Estate at least two years before the 
anticipation date of retirement of those servant who are in occupation of a 
government accommodation, for issue of a "No demand certificate" in respect 
of the period proceeding eight month of the retirement of allotted.^ 
The head of the office shall undertake the work of preparation of 
pension paper, two year before the date on which a government servant is due 
to retire on superannuation, or on the date on which he produced on leave 
preparatory to retirement, whichever is earlier.'°° The head officer after 
preparation sent it to account officer. After that the Account Officer issue 
pension payment not letter than in one month. 
After the over-all broad discussion of Central Civil Services (Pension) 
Rules 1972, it can be said that these Rules are exhaustive in nature. In this era 
of economic crisis where every body wants to secure for future, there arises a 
demand that their must be some additional protection for people. Due to this 
reason the governmental machinery doing work hard and taking new steps such 
as MPS through the presentation of PFRDA Bill 2005 in parliament. 
4. Pension Fund Regulatory and Development Authority Bill- 2005 
The problem of old age which cause pain, associated not only with the 
developed countries but also associated with under developed countries in the 
emerging economics with varying intensities. The capacity of economy is 
increasing to sustain the higher elderly population, as the population of 
countries is increasing. India is fortunately better placed in term of 
demographic profile and richer through the experiences of other countries 
pension system vis a vis pension reforms. In the next 20 years, a substantial 
decline in the dependency ratio is expected with large number of the people 
coming into the labour force. The time is opportune for the creation of a 
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modem and sustainable pension system. Given the increase in life expectancy, 
in the foreseeable future, a large part of the population will also be the past of 
the working age with improved medical facilities, this number would only in 
increase over time. An average retired person is expected to draw pension for at 
least 17 years. Given this scenario, workers would have to save enough to last 
for nearly two decades after retirement. 
With some expectation like the National old Age Pension Scheme, 
social protection is practically non-existent for a large majority of the 
population. Pension benefits are not available to about 87% of the population 
and 74% of the work force, the bulk of whom are in the unorganized sector, 
with the absence of a choice to individuals and lack of portability, there is a 
limitation on the mobility of labour. 
India has embark on the path of pension reform after an extensive 
process of discussion and policy debate starting fi-om 1998 and several Budget 
announcement to this effect. The New Pension System is the outcome of the 
policy efforts and recommendations of project OASIS (Old Age Social and 
Income Security) for the Ministry of Social Justice and Empowerment, of a 
Ministry of finance Working Group on this subject, and a high level expert 
group headed by Shri B.K. Bhattacharya. 
After examining three reports of various Juristic personalities, New 
Pension System was implemented for central government employee (excluding 
defense personnel) recruited on or after April 1, 2004. The New Pension 
System architecture is designed for scalability, outreach, fairly and low cost, 
and provides choices to individual participants. For such a system, a sound 
regulatory framework is an imperative. The NPS envisages individual 
retirement based accounts, with the workers empowered to exercise investment 
choice. There are features such as full portability and flexible switching in the 
hands of the workers, it is important to note that the scalability of the NPS 
extends to cover even the low-paid unorganized workers. In the past all 
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attempts to provide social security to low paid workers have failed mainly 
because of problems in the delivery mechanism. Already over 1, 00,000 
employees of the central government are mandatory covered under the system 
and about 15 state governments have notified define Contribution Pension 
System based on the New Pension System. 
The Budget announcement for 2004-05 announced that suitable 
legislation to provide a regulatory framework for the scheme would be 
introduced in parliament. Accordingly, the Pension Fund Regulatory and 
Development Authority Ordinance, 2004 was promulgated on Dec. 29, 2004. 
A Bill replacing the ordinance was introduced in parliament on 21st March, 
2005. The bill was referred to the Standing Committee on finance. The 
committee presented their report in parliament on July 26, 2005. The 
recommendations of the committee, inter alia, include; 
1. Allowing withdrawal from tier-I account. This is account in to which the 
mandatory monthly contribution under NPS by the employee, the 
matching contribution by Government, and investment returns would be 
deposited; withdrawals would not be permitted fi-om this account. 
2. Specifying the clear terms in the Bill that one of the pension fund 
manager would be from the public sector. 
3. Giving preference in selection of such pension fund managers that 
guarantee returns and spelling out the pre-requisites relating to capital 
structure and experience criteria for selection of pension fund manager 
and other intermediates in the Bill 
4. Making available to subscribers an option of 100% investment in 
government securities and indicating this in the Bill 
5. Stipulating that any division relating to the permitting FDI in the pension 
sector shall be implemented only by way of suitable amendments in the 
legislation; and further that such decisions and decisions relating to 
development of pension funds outside the country should not be at 
variance with related provisions applicable to the insurance sector. 
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6. Including the differentiation between tier-I and tier-II account as part of 
the basic or essential features of NPS in clause 20 of the Bill 
7. Forward a comprehensive legislation in order to cater to the social 
security of the unorganized sector, inductive of pension coverage of the 
workforce simultaneously with the setting up of PFRDA as a statutory 
body. 
The recommendation of this committee was examined and proposal for 
amending the PFRDA Bill, 2005, based on the recommendations of the 
committee is under the government consideration. 
Where the government are satisfied that during the pendency of 
enactment of a comprehensive legislation. It is necessary to constitute and 
make operational an interim body, as a precursor to the proposed Statutory 
Authority with which the interim body would be ultimately merged, on which 
it will be converted into when the letter is constituted.'°^ 
Now therefore, the government of India does hereby constitute the 
interim Pension Fund Regulatory & Developmental Authority under the overall 
administration of Ministry of Finance. 
Establishment of Pension Fund Regulatory and Development Authority 
With the effect from such as the central government may specify by 
notification, appoint, there shall be establishing an Authority to be called 
Pension Fund Regulatory and Development Authority. 
The authority shall be a body corporate having perpetual succession and 
common seal with power, subject to the provisions of this Act, to acquire, hold 
and dispose of property, both movable and immovable and to contract and shall 
by the said name, sue or be sued.'"'' 
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Composition of Pension Aind Regulatory and Development Authority 
The authority shall consist of a chairperson and not more than five 
members of whom at least three shall be whole time members, to be appointed 
by the central government from amongst person of ability, integrity and 
standing and having experience and knowledge in economics, finance, law or 
administrative matters with at least one person from each discipline.'^ '* 
The chairperson and every whole time members shall hold office for a 
term of five years from the date on which he enters upon his office and shall be 
eligible for reappointment. 
A part time member shall hold office as such for a term not exceeding 
five years from the date on which he enters upon his office. 
A member can be removed by his office in accordance with the provision of 
this Act, by the central government, who-'"' 
1. Is, or at any time has been adjudged as insolvent or; 
2. Has became physically or mentally incapable of acting as a member or; 
3. Has been convicted of an office which, in the opinion of the central 
government, involves moral turpitude; or 
4. Has acquired such financial or other interest as is likely to affect 
prejudicially his functions as a member or 
5. Has in the opinion of the central government, so abused his position as 
to render his continuous in office detrimental to the public interest.'°^ 
Duties, Power and Functions of Pension Fund Regulatory and 
Development Authority 
The subject to the provision of this Act, and any other law for the time 
being enforce, the authority shall have the duty, to regulate, promote and 
ensure orderly growth of New Pension System and pension schemes to which 
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this Act applies and to protect the interests of subscribers of such system and 
schemes. 
Without prejudice to the generality of the provision the power and 
functions of authority shall include-
1. Regulate the new pension system and pension schemes to which this Act 
applies; 
2. Approving the schemes, the term, and conditions thereof and laying 
down norms for the management of the corpus of the pension funds, 
including investment guideline under such scheme; 
3. Registering and regulating intermediaries; 
4. Issuing to an intermediary, or application, a certificate of registration 
and renewing, modifying, withdrawing, suspending or canceling such 
registration; 
5. Protecting the interest of subscriber; 
6. Establishing mechanism for redressal of grievances of subscribers to be 
determined by regulation; 
7. Promoting professional organizations connected with the pension 
system; 
8. Adjudicating dispute between intermediaries and between intermediaries 
and subscribes; 
9. Collecting data and requiring intermediaries to collect such data and 
undertaking and commissioning studies, research and projects; 
10. Undertaking steps for educating subscribers and the general public in 
issues relating to pension, retirement saving and related issues and 
training of intermediaries; 
11. Standardizing discrimination of information about performance of 
pension fund and performance benchmarks; 
12. Regulating the regulated assets; 
13. Levying fees or other charges for carrying out the purposes of this Act; 
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14. Specifying by regulation the form and manners in which books of 
account shall be maintained and statement of account shall be rendered 
by intermediaries; 
15. Calling for information from undertaking inspection of conducing; 
16. inquires and investigation including audit of intermediaries and other 
entities or organizations connected with person pension fund; 
17. Exercising such other power and function as may be prescribed; 
'* At the time of exercising this power the authority shall have the power 
of civil court such as the power of search and seizes, to record 
document, reason may be prescribed, decide time and place of enquiry 
etc.'°^ 
Contributory Efforts of Pension Fund Regulatory and Development 
Authority Regarding Pension 
The central government may, after due appropriation made by 
parliament by law in this behalf, make to the Authority grant of such sums of 
money as that government may think fit for being utilized for the purposes of 
this Act. 
There shall be constituted a fund to be called the Pension Regulatory 
and Development Fund and there shall be created thereto-
1. All government grants, fees and charges received by the Authority; 
2. All sums received by the Authority from such other sources as may be 
decided upon by the central government. 
The fund shall be applied for meeting-
1. The salaries, allowances and other remuneration of chairman and the 
other members and other employees of Authority. 
2. Other expenses of Authority in connection with the discharge of its 
functions and for the purposes of this Act. 
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The Authority shall establish a fund to be called the Subscriber 
Education and Protection Fund. 
There shall be credited to the Subscriber Education and Protection fund, 
the following amount of the grant made by the central government, state 
government, companies or any other institutions for the purpose of the 
Subscribers Education and Protection Fund. 
1. The interest or other income received out of the investments made from 
the Subscriber Education and Protection Fund. 
2. The sums realized by way of penalties by the authority. 
The subscriber education and protection fund shall be administered and 
utilized by the authority for the protection of the interests of subscribers in 
accordance with regulation. 
Administrative Steps of Pension Fund Regulatory and Development 
Authority Regarding Pension 
The Authority shall maintain proper accounts and other relevant records 
and prepare an annual statement of accounts in such forms as may be 
prescribed by the central govt, in consultation with the Comptroller and 
Auditor General. 
The account of Authority shall be audited by the Comptroller and 
Auditor General of India at such intervals as may be specified by him and any 
expenditure incurred in connection with such audit shall be payable by the 
Authority to the Comptroller and Auditor General. 
The Comptroller and Auditor-General of India and any other person 
appointed by him in connection with the audit of account of the Authority shall 
have the same rights, privileges and authority in connection with such audit as 
the Comptroller and Auditor General generally has in connection with the audit 
of government accounts and, in particular, shall have the right to demand the 
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production of books, accounts connected vouchers and other document and 
payers and to inspect any of the officer of Authority. 
The account of the authority as certified by the Comptroller and Auditor 
General of India or any other person appointed by him in this behalf, together 
with the audit report thereon, shall be forwarded annually to the central 
government and that government shall cause the same to be laid before each 
house of parliament.'°' 
After going through the provisions of PFRDA Bill, 2005, it can be said 
that this step is an important one in the developing country like India where the 
demographic structure are continuously change and people demanding much 
protection for their old age. Under such situation a strong regulatory body is 
needed which can be provided by the passing of PFRDA Bill. 
2.3 Insurance and Pension in the Labour Legislations 
I. Workmen Compensation Act-1923 
The freedom from wants and security against economic fear is one of 
the fundamental needs of our country. The constitution of India affirm to all 
people of India, inter-alia, social and economic justice, but this yet to be 
secured by, social legislative steps, it has been aptly said-
// is the function of the ideal welfare state to given to every citizen, the 
opportunity of earning his living and freedom from fear especially of economic 
ruin which can involve physical & moral ruin}^ 
In our industrial society, with the progress of economy and advancement 
of technology, the industrial accidents are increasing. So in such situation the 
problem of labour management relations became important, that some sort of 
social insurance became necessary to provide adequate protection from losses 
caused to the labour by accident. Therefore, the need for social security 
legislation providing for the payment of compensation in such eventualities 
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was felt necessary. The enactment of this kind of legislation on the one hand 
would create awareness in the mind of the employers to provide such 
conditions of work, whereby accident could be minimized and on the other 
hand workers would also attracted to even those industries which are prone to 
industrial accidents with a view to improve the conditions of the workers, so 
some social insurance legislation have been enacted.'"' 
The Workmen Compensation Act is one of the earliest measures 
adopted to provide benefits the labours. It was passed in 1923 and enforced on 
first July, 1924. The Workmen Compensation Act, 1923 followed to the British 
model where the Workmen's Compensation Act was passed in 1887. It 
contains a large number of provisions to suit the Indian condition. The Act of 
1923 applied in cases where the disability stemmed from injury arising out of 
and in the course of employment.'" 
The general principle of Workmen Compensation Act has been 
universally accepted. The additional advantage of the Workmen Compensation 
Act, that it increases the importance of safety devices for the employee by the 
employer. This reduces the number of the accidents by the provision of official 
inspection before the work by the employee. Further the employers were 
encouraged to provide adequate medical treatment for their workmen, to 
mitigate the effect of such accidents as do occur. The enactment of Workmen's 
Compensation Act, make industrial business more attractive and increase the 
available supply of labour. At the same time, a corresponding increase in the 
efficiency of average workmen may also be expected. It was expected that a 
system of insurance would provide a burden on the peculiar employer."^ 
As it has been shows by the name of the Act "Workmen Compensation 
Act-1923" that the compensation should be given to the workers in case of 
injury arising out of in course of employment. The questions to be delt there, as 
what are the conditions under which the employer is liable to pay 
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compensation, and what are defense under which an employer can avoid 
liability. 
Obligations of Employer Regarding Compensation 
These are conditions prescribed by the concerned Act, which impose 
some kind of obligation on employer. 
1. The WCA, 1923 in its preamble restricted to the employer to provide 
compensation to the workmen for personal injury arising out of in the 
course of employment Vis a Vis occupational disease. 
2. The WCA, 1923 impose liability on the employer to pay compensation 
in case of total or partial disablement exceeding three days. 
3. The WCA, 1923 impose liability on employer to pay compensation to 
the workmen employed in any employment specified in part A of II 
schedule contract any disease specified therein an occupational disease 
peculiar to that employment arising out of in the course of 
employment.""' 
4. The WCA-1923 impose liability on employer to pay compensation to the 
employee employed in any employment specified in part B of III 
schedule contract any disease specified therein as an occupational 
disease peculiar to that employment and arising out of in the course of 
employment. 
5. The WCA-1923 impose liability on the employer to pay compensation to 
workmen who is under the employment of more than one employee 
specified in part C of III schedule for such period as the central 
government may satisfy in respect of each employment, contract any 
disease specified therein, which arise out of in the course of 
employment."^ 
6. The WCA 1923 impose obligation on employer to pay compensation to a 
workmen employed in any employment specified in part C of schedule 
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Ill contract any occupational disease peculiar to that employment, 
115 
arising out of or in the course of employment. 
Obligations of Employee Regarding Compensation 
The conditions imposing by the Act in the name of obligation are as follows-
1. The employee must have sustain the personal injury-
The personal injury include physical as well as mental injury, harmful 
change in body, injurious diseases, sunstroke, nervous collapse, traumatic 
neurosis, hysterical paralysis and neurasthenia."^ 
The word injury in section/3 of WCA, 1923 does not means mere 
physical injury but may include a strain which cause a chill. The injury cause 
by working under different degree of atmosphere, temperature, injury 
intentionally inflicted by another person, injury resulting from accident, injury 
by bitten, by insect during duty, heart attack in course of employment should 
be considered as personal injury."' 
Similarly what is important is that result of injury must be such as to 
either kill workmen or particularly or totally incapacitate him from work for a 
period exceeding, three days."^ 
The injury which incapacitates the worker to earn his necessities is 
personal injury. A workmen can entitled for the compensation if personal 
injury arising out of or in the course of employment which make him disable 
for a period exceeding three days."' 
2. The employee sustain personal injury by an accident-
The term accident has not been defining any where within the purview 
of the scheme of WCA-1923. But generally accident means some unexpected 
event causes without the intention on the part of any person. Within the 
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purview of the provision of this Act the negligence on the part of employee is 
irrelevant. If an employee is negligible in performing their work and injured in 
such work, he can claim compensation against the employer. Employer cannot 
take the plea of defense of negligence.'^ ° 
Generally the concepts of injury and accident have a casual connection 
between themselves which are as follows-
1. Accident means an untoward mishap which is not expected or designed 
by the workmen and injury means physiological injury. 
2. Accident and injury are distinct in case where accident is an even 
happening internally to a man; e.g. when a workmen falls from a ladder 
and suffers injury. But accident may be an event happening internally to a 
man and in such cases accident and injury coincide. Such cases illustrated 
are barting of an aneurism, failure of heart and like while the workmen is 
doing in his normal, work 
3. Physiological injury suffered by workmen in their employment but its 
progress is unconnected to their employment. It will consider as injury. 
4. The connection between injury and the employment may be furnished by 
ordinary strain of ordinary work, meaning thereby strain contribute the 
injury. 
5. The burden to prove the connection of employment with the injury is on 
the applicant, but he is entitled to succeed if on a balance of probabilities 
a reasonable man might hold that the more probable a conclusion is that 
there was a connection.'^' 
The principle of casual connection between the injury and employment 
accepted by the court in, Pratap Narayan Singh Deo v/s Shrinivas SabataAnd 
Other^^^ where the Pratap Narayan Singh Deo was a proprietor of two Cinema 
halls in Jaipur District Koraput Orissa. One Srinivas Sabta was working as a 
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carpenter for doing some ornamental work in a cinema hall of the appellant on 
July 6, 1968. When he fell down, and suffered injuries resulting in the 
amputation of his left arm from elbow. He served a notice on the appellant 
dated August 11, 1968 demanding payment of compensation as his regular 
employee. The appellant sent a reply dated August 21, 1968 stating that the 
respondent was a causal contractor, and that the accident has taken place solely 
because of his own negligence. The respondent then made a personal approach 
for obtaining the compensation, but to no avail. He therefore made an 
application to the commissioner for workmen's compensation , stating that he 
was a regular employee of the appellant, his wages were rupees 120 per 
menses, he had suffered the injury in the course of his employment and was 
entitled to compensation under the Workmen Compensation Act, 1923. 
The commissioner heed in order dated May 6, 1969 that the injury had 
resulted in the amputation of the left arm of the respondent above the elbow. 
He held fiirther that the respondent was a carpenter by profession and by loss of 
his left hand above the elbow he has evidently been rendered unfit for the work 
of carpenter as the work of carpentry. He therefore adjudged him to have lost 
100% of his earning capacity, on that basis, he calculated the amount of 
compensation at rupees 9.800 and ordered payment of penalty to the extent of 
50% together with interest 6% per annum, making a total of rupees 15,092. 
The appellant felt aggrieved and filed a writ petition in the High Court 
of Orissa, but it was dismissed summarily on October 10, 1969, he therefore 
filed an appeal in the Supreme Court. 
The S. C. Held that the section 3 of WCA-1923, deals with the employers 
liabilities for compensation and sub section 1 of section 3 provides that the 
employer shall be liable to pay compensation if 'personal injury' is caused to 
the workmen by accident arising out of or in the course of employment. It was 
not the case of employer that the right to compensation was taken away under 
section 3-5 because of the institution of suit in a civil court for the damage in 
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respect of injury, against the employer or any other person. The employer 
thereof become liable to pay the compensation as soon as the aforesaid 
personal injury was caused to the workmen by accident arose out of or in the 
course of employment. 
The court explains the principle of casual connection between the injury 
and employment once again in the case of Malikaruna G. Hiremath v/s 
Branch Manger, Oriental Insurance Co. Ltd. And another^^^ the court explain 
the same principle of connection between the injury and their employment, 
where the workman was the driver on the Truck of employer. One day on the 
direction of employer, he left Siraguppa to go to Guruguata Amreshwara 
Temple along with certain passengers. When he reached their destination, he 
went to a pond for bath; he slipped, got drowned and died. His widow file 
claim for compensation. 
S.C. was of the view that the employer will be liable for the payment of 
compensation became there was casual connection between the death and work 
done in the course of the employment. 
3. The accident must have arisen out of or in the course of employment-
In the WCA-1923, there is hardly any provision to define the phrase 
"arising out of employment" but from time to time, it has been defined 
accordingly to the conditions, nature, obligation and incidents of the 
employment. The expression 'arising out of suggests the cause of accident and 
taken place and the time when it occurred. A casual connection or association 
between the injury and accident by employment is necessary. The onus is on 
the claimant to prove that the accident arose out of and in the course of 
employment. 
After a lot of discussion among the juristic personalities it has been 
concluded that the following principle can be applied in order to determine 
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whether an accident has arisen out of and in the course of employment of the 
workmen or not. 
1. That the workmen were in fact employed on, or performing the duties of 
his employment at the time of accident; 
2. That the accident occurred at or about the place where he was 
performing there duties or where the performance of there duties 
required him to be present; 
3. That the immediate act which lead to or resulted in accident and in some 
from of casual relation with the performance of their duties, and such 
casual connection could be held to exit if the immediate act which lead 
to the accident is not so remote from the sphere of his duties or the 
performance there of as so be regarded as something foreign to them.'^ '* 
The observation of the court that the accident must not be to remote from 
the employment was also confirmed in the case of, Mackinon Mackenzie and 
Company v/s Ibrahim Mohd. Issak, '^' where one Sheikh Hussain Ibrahim, 
was employed as a seaman on the ship. He complained of pain in the chest and 
consulted the doctor who examined him but nothing abnormal could be 
detected clinically. The medical officer on the ship prescribed some medicine 
for him, and he reported fit for work on the next day. Later on he complained 
of insomnia and pain in the chest for which the medical officer prescribed 
sedative tablets. He took the medicine. He was seen near the bridge of the ship 
at about 2.30 a.m. when the ship was in the Persian Gulf He was sent back, but 
at 3 a.m. he was seen on the Tween Deck when he told a seamen on duty that 
he was going to bed, at 6.15 a.m. he was found missing and a search was made, 
the dead body, was not found. There was no direct evidence of his death. 
In this case the Supreme Court was of the view that in order to come 
within the purview of Workmen Compensation Act, the injury by accident 
must arisen both out of and in the course of employment, meaning thereby in 
the course of work which the workmen is employed to do and is incidental to it. 
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The words "arising out of the employment" are understood to mean that during 
the course of employment, injury has resulted from some risk incidental to the 
duties of service, which unless engaged in the duty owing to the master. It is 
reasonable to believe the workmen would not otherwise have suffered. In other 
words, there must be a casual relationship between the accident and the 
employment. The expression arising out of does not confirm by the mere nature 
of employment. If apply to employment as such to its nature, conditions, 
obligation and incidents. It by reason of any of those factors, the workmen is 
brought within the zone of special danger; the injury would be one which 
"arises out of employment". To put it differently, if the accident had occurred 
on account of a risk which is an incident of the employment, the claim for 
compensation must succeed unless of course, the workmen has exposed 
himself of an added peril by his own imprudent act. In the case of death caused 
by accident, the burden of proof rests upon the workmen to prove that the 
accident arose out of the employment as well as in the course of employment. 
But his does not means that a workman who comes to court for relief, must 
necessarily proves it by direct evidence. 
Again the same thing accepted by the court in, New India Assurance 
Co, Ltd. Haldwani v/s Sofia Khatoon and Others}^^ In this case the death of 
deceased employee was caused due to falling of stone from the hillside during 
employment. 
The court held that the concern material document show that the death 
cause during the course of employment, so the employer as well as concerned 
insurance company will be liable for the payment of compensation, to the 
survival of deceased employee. 
Once again the same rule followed by the court in, Indian Iron and 
Steel Company Ltd. v/s Bhim Maya Chettri^^^ where the victim was working 
in the colliery as a security guard where indisputably manufacturing process 
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was going on. He was found dead on the rooftop of the weigh bridge of the 
colliery and medical officer declare him dead. 
On merits of the case the High Court held that death of workmen had 
occurred during the course of employment of the workmen, as the appellant 
could not prove it was a case of natural death. 
4. The personal injury caused to the workmen must have resulted, either, in 
the total or partial disablement of the workmen for a period exceeding 
three days or it must have resulted in death of the workmen-
It is necessary to give effect to the claim for compensation that the 
personal injury cause to the workman must result total or partial 
disablement for a period exceeding three days or the workman must have 
died due to personal injury caused to the workmen concerned by accident 
arising out of in the course of employment. The injuries are of four types 
defined by the Act. One is permanent total disablement, second one is 
permanent partial disablement, third one is temporary total disablement and 
forth one is temporary partial disablement. 
On the basis of above principle the court gives decision in, Kunli Minz 
v/s R.C. Nayak and Another}^^ in this case the workman was employed as a 
Khalasi in the truck bearing registration no. ORS 4128 owned by the employer 
as well as insured by New India Assurance Company Ltd. The said truck meets 
with an accident, as a result of which the workmen, who was on duty sustain 
serious injuries which ultimately led to amputation of his left hand below 
shoulder. Workmen filed an application before the commissioner, who awarded 
compensation of Rs. 220400/- on the ground that he became permanently 
disable. 
Again the appeal file by the workmen before the H.C., which was of the 
view hat the workmen is not debarred from claiming more compensation than 
that specified in the schedule for the loss of coming capacity. 
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5. That the workman must not be under the influence of drink and drug at 
the time of injury occurred during the course of employment. 
6. That on the part of workmen their must not be willful disobedience of 
the order of employers regarding safety measures.'^ ^ 
7. That the workmen must not instituted a civil suit in the civil court 
regarding compensation for the employment injury.'^ " 
Benefits Regarding Compensation 
The workers compensatory benefits are paid for work-related bodily 
injuries and occupational diseases. The specific types and amounts of benefits 
are varying across the states and its details are complicated. 
There are three main types of workers compensation which areas 
foUows-
1. Compensation in case of death- The section 4(i)(a) of WCA-1995 
provides that where death resulted from the injury, the amount of 
compensation shall be an amount equal to 50% of monthly wages of the 
deceased workmen multiplied by the relevant factor or an amount of 50 
thousand rupees whichever is more.'^' 
2. Compensation in case of permanent total disablement - Section 4(1) (b) 
provides that where permanent total disablement result from the injury 
the amount of compensation shall be equal to 60% of the monthly wage 
of injured workmen multiple amount of 60 thousand rupees, whichever 
IS more. 
3. Compensation in case of permanent partial disablement- Permanent 
partial disablement means where the disablement was of permanent 
nature, such disablement as reduces the earning capacity in the very 
employment which he was capable of undertaking at that time. 
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The permanent partial disablement may be caused either by injury 
specified in part II of schedule I or any other injury which are not specified. 
The compensation in regard to the injury define under I schedule, the schedule 
define the percentage of amount according to the loss of earning capacity. But 
in case of other injuries, the amount of compensation would be such as 
percentage of amount payable for permanent total disablement.'^ ^ 
4. Compensation in case of temporary disablement - For the temporary 
disablement whether it is total or partial, compensation payable in the 
form of recurring half monthly payments, a sum equivalent to 25% of 
monthly wages of workman. The 1st such payment became due on 
sixteen day from the date of disablement. Where such disablement lasts 
for a period of less than 28 days on more, or after the expiry of waiting 
period of 3 days from the date of disablement where such disablement 
last for a period less than 28 days. Thereafter, the payment is made in 
half monthly payment installment during the period the disablement last 
or during a period of 5 year whichever is shorter. If a workman has 
received any amount by way of compensation except allowance towards 
medical treatment during the period of disablement prior to the receipt 
of the 1st half monthly payment, such amount will be deducted from the 
half monthly payment payable to a workman as mentioned in column 4 
ofthe schedule IV.'^ '' 
Theory of Notional Extension of Employers Premises 
As a general rule the employment of workmen does not commence until 
he has reached the place of employment and does not continue where he has 
left the place of unemployment, the Journey to and from the place of 
employment being excluded. The effect is that the personal injury sustained by 
a workmen while he is on the way to the place of his employment or on the 
way to his home from the place of employment resulting in the partial 
disablement or total disablement of the workmen does not make him entitled to 
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the compensation for accident causing that personal injury is not regarded to 
have arisen out of or in the course of employment.'^ ^ 
But in many cases, the employer has been held liable for compensation 
for accident arising outside the premises of the establishment. It is well settled, 
however, that this is subject to the Theory of Notional Extension of the 
employer premises, so as to include an area which the workman posses and 
reposes in going to and in leaving the actual place of work. The Theory of 
Notional Extension is intended to extend the area of employer's premises to 
cover the accidents while a workman is on the way to his place of employment 
or in the way from employment place to home. 
The question arises as to haw for an employer is liable for compensation 
for accident taking place in the Journey of workman from the place to 
employment to home or from home to the place of employment. 
The answer of this problem given by section 3(1) which significantly 
uses the term "employment" and not "work" and the word employment is 
wider than the "work", the term "employment" include the whole phrase 
"arising out of or in the course of employment". A workmen act in the course 
of employment not only when he is engaged in doing something in discharge of 
a duty to his employer which is directly or indirectly imposed upon him by his 
contract of service but also when he is engaged in acts belonging to and arising 
out of it. This language is of wide multitude to cover not only the nature of the 
employment but also its character, conditions, obligations, incidents and special 
risks.'^ ^ 
As per the nature of the above principle the court give the decision in so 
many cases. As in the case of. The General Manager, B.E.S.T. undertaking 
v/s Mrs. Agries^^^ where the Bombay Municipal Corporation carried on public 
utility service in greater Bombay and for the purpose employed certain drivers 
to drive the buses. The transport service was managed by the Electricity Supply 
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and Transport Committee of the drivers on 20th July, 1957 an employee 
(driver) finished his work for the day at about 7.45 p.m. and reach at Jogeshari 
Bus Depot. In order to reach his resident at Santo Cruz, he boarded another 
boarded another bus which collided with a stationary lorry parked at an 
awkward angle on the road near Erla Bridge. Consequently he was thrown out 
on the road and injured. He was sent to the hospital for treatment but 
unfortunately expired on 26th July 1957. The compensation was claimed by his 
widowed wife pleading that the accident has arisen out of and in the course of 
employment ultimately the case came to the Supreme Court. 
Supreme Court has observed that under section 3(1) of WCA, injury 
must be caused to the workman by accident arising out of and in the course of 
his employment. The question, when does an employment begin and when it 
ceases, depends upon the facts of each case. But the court had agreed that the 
employment does not necessarily end when the 'down tool' signal is given or 
when the workman leaves the actual workshop where he is going. There is 
Notional Extension as to the both the entry and exit by time and space. The 
scope of such extension must necessarily depend on the circumstances of a 
given case. An employment may end or may begin not only when the employee 
begins to work or leaves his tools but also when he used the means of access 
and egress to and from the place of employment. A contractual duty or 
obligation on the part of an employee to use only a particular means of 
transport extends the area of the field of employment to the course of the said 
transport. Through at the begin, the expression duty was strictly interpreted, but 
later a decision was taken that a liberal construction of term duty, which give a 
theoretical option to take an alternative route which may not detract from such 
a duty, if the accepted once is of proved necessity or of practical compulsion. 
Again the court was of the view that the doctrine of Notional Extension applies 
where means of conveyance is provided by the employer to the employee. Here 
the duty arises on the employee to be use such means of conveyance. 
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Again In the case of, Saurashtra Salt Manufacturing Co. v/s Bai Valu 
Raja^^^ the court explains the Theory of Notional Extension in very clear 
manners. In this case there was a salt manufacturing company wherein certain 
workmen were employed. The workmen employed in that salt manufacturing 
company while returning home after finishing their work had go by public 
path, then through a sandy area in open public land and finally across a creek 
through a ferry boat. The workmen while crossing the creek through a ferry 
boat which capsized duo to bad weather was drowned. On a claim for 
compensation under provisions of the Workmen's Compensation Act, the S.C. 
considered the circumstances of the case and held: As a rule, the employment 
of a workman does not commence until he has reached the place of 
employment, and does not continue when he has left the place of employment. 
However it is now well settled, that this subject to the Theory of Notional 
Extension of the employer's premises so as to induced an area which the 
workmen possess and re-possess in going to and in leaving to the actual place 
of work. 
When a workman is on the public road or a public place or on a public 
transport, he is there as any other member of the pubic and is not there in the 
employment unless the very nature of employment marked it necessary for him 
to be there. A workman is not in the course of his employment from the 
moment he leaves his home and is on his way to this work. He certainly is in 
the course of employment if he reaches the place of work or a point or an area 
which comes within the Theory of Notional Extension, outside of which the 
employer is not liable to pay compensation for any accidental happening to him 
it was held that it is an error to suppose that the deceased workmen in this case 
were still in the course of employment when they were crossing the creek 
through public ferry boat. The accident which took place resulting in the death 
of so many workmen was unfortunate, but, for that accident, the appellant can 
not be made liable. 
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Once again the court discussed this principle in vary exhaustive manners 
in, Regional Director ESIC and Others v/s Francis De-Costa^^'^ This case 
related to Employment Injury in reference of Section 2(8) of ESI Act. In this 
case the employee meets with an accident while going to the place of 
employment. The accident occurred at a place which was about only I km-
away from the factory and at 4.15 p.m. while his duty shift was to commence at 
4.30 p.m. The court held that the injury suffered by the employee did not arise 
in any way out of his employment. 
The court felt that a road accident might happen any where at any time 
but such, accident could not be said to have arisen out of employment unless it 
is to be shown that the employee was doing something incidental to his 
employment. The court also ruled that for making the injury, an employment 
injury, it has to be proved that there was an accident during the course of 
employment and the accident has a casual connection with the work which he 
was doing in factory. As has been observed by Lord Denning that the meaning 
of the phrase in the course of employment has gradually been widened over the 
last 30 years include during something which was reasonable incidental to the 
work of employee. If is therefore mandated that every case has got to be 
Judged on the basis of its peculiar facts and no straight jacket formula can be 
evolved. However it is also submitted that Frances case does not speak about 
the Notional Extension of the concept around which the entire case law has 
gradually developed. And this case did eclipse the centrality of Notional 
Extension concept and in a way it has cured the virtuality of this universal 
acceptable principle. 
Now so far as the concept of "Notional Extension of Employment" vis a 
vis 'During the Course of Employment' accorded a very liberal interpretation 
bom out of "sub conscious pressure" preconceived notions of doing justice to 
the weaker segment of society. In this perception, it extended from the time 
workman leaves home and returns back after completion of duty. This position 
persisted and the case of Saurasthra Salt Ffg.Co V/S Bai Valuraja lends support 
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to this theory. However subsequently the case of Regional Director ESI and 
Francies Decosta disturbed the things as if the court deviated from the settled 
postulates and probably applying the ratio desidendi of this holding, the 
genuine claims of the workmen were through away inadvertently because 
subordinate judiciary interpreted it rather erroneously without delineating the 
subtle distinctions. The employers and ESI Corporation cited this case law to 
throw away the rightful claim of workman based on the Notional Extension of 
the concept. 
The object behind compensation law is to afford protection to the 
weaker section with a view to do social justice. It therefore follow the 
provisions of these laws have to be interpreted liberally so that other things 
being equal, the leading of the court has to be towards the person for whose 
benefit the law is made. It is therefore to be seen that once the Theory of 
Notional Extension is properly applied to the fact-situations pertaining to a 
particular case then it has got to be ruled that the accident must have occurred 
within the area falling within the Notional Extension Theory. However the 
intricacies of applying this theory, technically speaking are a narrow territory 
which is sometimes slippery because contradiction abounds and there is a thin 
line between beneficial and prejudicial approaches. It is therefore felt that for 
taking a fair, unbiased and impartial attitude we should examine the available 
case laws all critically and analytically.''*'' 
Exceptions to the Theory of Notional Extension 
1. The contract of employment, either expressly or impliedly may include 
the time taken by a workmen in getting to and from his place to work. 
2. There must be in all cases be an interval of time and space in going to or 
returning fi-om the service of his labour during and which the 
employment of the workmen lasts. 
206 
3. The course of employment may be taken to have commenced although 
the hours for actual work has not struck, if the workmen arrival on the 
premises in either not reasonable early, or is necessitated by the 
circumstances of the employment, or if at the time of the accident, he is 
doing something on the employers premises which is necessary to be 
done to equip himself for his work, and which is done in the interest of 
his employer. 
4. A workman who has to return from his employer premises for something 
legitimate purpose justified by the term of his employment is, which so 
doing acting in the course of his employment.''*' 
2. Employee State Insurance Act-1948 
In every society its members are employed to expose certain risks, such 
as the risk of unemployment, retirement, death of the family bread-winner, and 
permanent or temporary disablement etc. Social security envisages the 
protection of the members of the society by collective action against such risks 
which resulting undue hardship for each individual employee. 
The introduction of a comprehensive scheme of health insurance for 
industrial worker, had been engaging the attention of the government from a 
long time. The question of formulating a suitable social insurance scheme came 
up for consideration from time to time since 1927 onwards. The subject of 
health insurance for industrial workers was first time discussed in 1927 by the 
Indian legislatures, when the applicability of the convention adopted by the 
International Labour Conference was considered by the government of India. 
The Royal commission on labour in its report (1931) stressed on the need for 
health insurance for workers in India. Once of the earlier decision of labour 
Ministers Conference from 1940 to 1942 was to invite an expert to frame a 
scheme to provide health insurance to the workers. In pursuance the work of 
preparing details of the scheme to provide health insurance for workers was 
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entrusted in March 1943 to Prof. B.P. Adarkar an Officer on Special duty. The 
report was submitted by Adarkar in Dec. 1944, was considered by the 
government of India after consultation with the state governments and other 
entrusted concerns. 
The Adarkar Plan and various other suggestions emerged finally in the 
form of Worker's State Insurance Bill, 1946. The Bill was further referred to a 
Select Committee on November 12, 1947. The Select Committee modified the 
provisions making it applicable to all the employees in the factories and 
changed the name of the Bill from "Workmen's State Insurance Bill", to 
"Employee's State Insurance Bill". The Employee State Insurance Act comes 
into existence in April, 1948. The Act provide benefit to the employees in the 
case of sickness, maternity, employment injury, and medical facilities in kind, 
and make provisions for certain other matters relating to the workers welfare. "''^  
The Employee's State Insurance Act, 1948, is considered as the 
foundation for a comprehensive and potentially nation wide social insurance 
program and is a pioneering piece of social security legislation in the field of 
social insurance. It is designed to provide cash benefit in the case of sickness, 
maternity and employment injury, payment in the form of pension to the 
dependants of a worker who dies by employment injury and medical benefit to 
the workers and their families.'^ ^ 
Obligations of Employer Regarding Employee State Insurance 
The obligations of employer prescribed under the Act are as-
1. The accident reports are to be submitted to the local office insurance 
medical officer in ordinary cases within twenty four hours and 
immediately in case of death. 
2. The form-28 (Abstention verification) is to be filled as early as possible 
and return it, to the local office. 
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3. The Register of employee, accident book and inspection book must be 
maintained by the employer to produce it before inspecting authorities. 
4. The employer must submit the list of employee coverable along with 
their declaration form separately to the local branch office of ESIC for 
further necessary action by the ESIC local office/Regional office. 
5. The employer obtain the registration of those employee who has gone 
out of coverage with crossing of wage limit, by submitting their 
necessary particulars such as ESI identity card vis a vis family identity 
card to ESIC branch office.""' 
This principle has been confirmed by the court in the case of, 
Krishnamurthy Nair, P.B. v/s Regional Director, ESI Corporation and 
Another.^^^ In this case the employee gone out of the coverage of E.S.I. 
Corporation with crossing of their wage limit but employer and employee does 
not have any knowledge about this. During this period employee injured and he 
claim for disablement benefit from E.S.I. Corporation. There arises question 
whether E.S.I. Corporation provided disablement benefit to the employee. 
The court held that as the injury had been suffered after the claimant 
ceased to be an employee, he would not be entitled to any benefit of 
disablement. 
6. The employer shall deduct the contribution from employee, 1.75% of 
their wage along with 4.75% of employer wage, regularly and deposit it 
in the concerned banks within 21 days of the month following in which 
the wage fall due. 
Obligations of Employee Regarding Employee State Insurance 
The obligations of employee within the purview of the Act are 
something like that -
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1. All the particular of claim form of employee state insurance must be 
legibly and properly filled up by the employee. 
2. The details of family vis, name, age, relationship, mark of identification 
etc should invariably be indicated by the employee to enable the 
members of family obtain medical care. 
3. The particulars of nominee must be given in all the cases. 
4. The declaration from the female employee must be rubber stamped 
'female.' 
5. The declaration form must be properly signed by the employee. 
6. The declaration form must be submitted within 10 days from the date of 
entry in the insurable employment. 
7. Two postcard size family photographs must be furnish by the individual 
employee with the declaration form.''*^  
Benefits Regarding Employee State Insurance 
The benefits introduce by the Act for the benefit of employee are as follows-
1. Sickness Benefit 
A periodical payment to any insured person in case of sickness given on 
showing the certificate by a duly appointed medical practitioner or by any 
person possessing such qualifications and experience as the corporation may, 
by regulation, specify in this behalf'''^  
On the bases of above rule the court decide this case, The Regional 
Director E.S.I. Corporation, Thrissur v/s K. Sainaba and Other.^^^ where a 
conductor of bus at the end of his day's work fell down unconscious due to 
dizziness, when the driver was about to take the vehicle back to the depot after 
the passengers were aliglited, he saw the conductor in an unconscious stage and 
he was immediately taken to the hospital, where after two days he was died. 
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The court was of the view that medical certificates given by registered 
medical practitioner show that employee died due to advanced liver disease and 
it does have no connection with his employment and strain in the work will not 
cause seek death. 
Again court held that only sickness benefit should be awarded to the 
claimant of deceased employee. 
A claim for sickness benefit must be supported with a medical certificate 
given by a medical insurance officer. However the corporation may accept any 
other evidence of sickness if in its opinion the circumstances of any particular 
case so justify. If he fails to submit the medical certificate within the period of 
three days from the date of its issue he shall not be eligible for that benefit, 
unless the relaxation is granted by the appropriate authority. 
To receive the sickness benefit, the recipient must observe the following 
conditions-
1. The person concern must remain under medical treatment at the 
dispensary vis a vis other institution of this Act and shall carry out the 
instruction given by the medical officer. 
2. The person concern must not leave the area in which the medical 
treatment is carried on, without the permission of medical officer, or 
such authority prescribed within the purview of this Act. 
3. The person concern shall allow himself to be examine by any duly 
appointed medical officer, or other person authorize by the Act.''*^ 
Sickness benefit contains the periodical cash payments to an insured person in 
case of sickness, subject to certain condition. To qualify for this benefit an 
insured person should have paid his/her contribution period (26 weeks). The 
benefit is payable for maximum number of 56 days in a continuous period of 
365 days. There is a waiting period of 2 days which is waived, if the insured 
person falls sick again within 15 days of previous sickness for those in 
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continuous employment for two year and suffering from diseases of prolonged 
nature such as T.B., Leprosy, mental and malignant disease. The extended cash 
benefit is paid for a period of 309 (365-56) days after they have exhausted the 
normal period of entitlement to sickness benefit. This is payable at the full rate 
of sickness benefit."° 
2. Maternity Benefit 
The maternity benefit implies cash payment to insured women in case of 
confinement or miscarriage or sickness arising out of pregnancy, premature 
birth of a child as certified by duly appointed medical officer. For entitlement 
to maternity benefit, the insured women should have contributed for not less 
than 70 days in the immediate preceding two consecutive contribution period 
corresponding to the benefit period in which the confinement occurs or is 
expected to occur. The daily rate of benefit is double the standard sickness 
benefit rate, i.e. full wages. 
This principle has been confirmed by the court in, State of Orissa and 
Ors. v/s Kailash Chandra Nayak and Others?^^ In this case some women 
employee of employer establishment was on maternity leave in reference of 
sickness. During this period lockout was caused in the establishment and 
employer refuse to give maternity benefit to the women employee. 
The court was of the view that lockout is another matter; the employer 
should provide maternity benefit to the women employee on production of 
medical certificate. 
Maternity benefit is normally payable for a maximum period of 6 week, 
thereabout converted into 6 month, in case of confinement, 6 week, thereabout 
converted in to 6 month in case of miscarriage or medical termination of 
pregnancy which can be extended up to one additional month in case of 
sickness arising out of confinement and duly certified by an authorized medical 
officer. Maternity benefit continue to be payable even in the event of death of 
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an insured women, during her confinement, or during the period of 6 weelc 
(there about converted in six months) immediately following the confinement 
leaving behind a child for the whole of that period, and in case the child also 
dies, during the said period, until the death of the child.'^ ^ 
A woman may be disqualified from receiving the maternity benefit if-
1. She fails without good cause to attend for medical examination 
2. She fail to submit himself to medical examination when so required, and 
such disqualifications shall be for such number of days as may be decide 
by the authority, authorized by the corporation in this behalf.'^ ^ 
3. Disablement Benefit 
The ESI Act provides the disablement benefit in case of temporary and 
permanent disablement. The disablement benefits payable to an insured person 
in two contingencies. 
1. Where a person sustain temporary disablement for not less than three 
days excluding the day of occurrence. 
2. Where a person sustains permanent disablement whether "total" or 
"partial".''" 
1. Temporary Disablement 
It means injury of such kind which make employee temporarily 
incapable from doing the work or performing their duties, sustained during the 
course of employment. The ESI Act does not specify conditions of temporary 
disablement because the affected person due to injury became capable for the 
work after proper treatment. For temporary disablement cash benefit is paid for 
the duration of the disability at the rate of about half of the normal.'^ ^ 
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2. Permanent Total Disablement 
Injury of such kind to the employee which permanently incapacitate the 
employee from doing all the works which he is capable for doing at the time of 
accident which arise in the course of employment by which the earning 
capacity of employee is totally laps. Any combination of injuries specified in 
part I and II of the Second Schedule shall also be deemed into result of 
permanent total disablement where aggregate percentage of loss of earning 
capacity amount to hundred percent. Permanent disablement benefit is in 
proportion to the extent of loss of earning capacity. This is payable for life. The 
loss is assessed by Medical Board. 
3. Permanent Partial Disablement 
It means the disability of such nature resulted by injury which 
permanently reduce the earning capacity of an employee regarding the work 
which he was capable for doing at the time of accident. In this type of injury 
the earning capacity of person concern does not reduce 100% but up to some 
extent. Person can do any other work not that which he was capable for doing 
at the time of accident. In case of an employment injury resulted in partial loss 
of earning capacity, periodical payment are made to the insured person for life 
at a rate depending on the act leads loss of earning capacity as may be certified 
by a duly constituted Medical Board. Commutation of periodical payment into 
lumps sum payable one time in certain cases.'^ ^ 
4. Dependent Benefit 
The only way to compensate the survivors for the death of their bread 
wirmer is to pay them pension. In the case of the dependent young persons, it 
should continue till they are able to support themselves and the widow should 
be given a pension for life or till she remarries, at a fix rate equivalent to 3/5th 
of the disable benefit. The E.S.I Act provides for dependent's benefit which is 
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in the form of pension payable to the dependents of the deceased workers at the 
specified periodical intervals.''^ 
The dispute relating to the dependant benefit has been decide by the court 
in, Employee State Insurance Corporation, Trickur v/s Julier Sherly D, 
Coutho and Other^^^ where the question before the court was whether one of 
the dependent of (widow of deceased) deceased insured workmen can entitle to 
the full rate of dependent benefit in the absence of any other dependent. 
The court was of the view that the widow can entitled only for 3/5 share 
as per the sub-rule (1) of Rule 58, not more than in the absence of other 
dependent. 
The ESI Act-1948 provides that if an insured person dies as a result of 
an employment injury sustain as an employee, whether or not he was in receipt 
of any periodical payment for temporary disablement in respect of the injury, 
dependent benefit shall be payable at such rates and for such periods and 
subject to such conditions as may be prescribed by the central government to 
his dependents specified in section 2 (6-A) of the Act.'^ ^ 
In case the insured person dies without leaving behind him the 
dependents as aforesaid, the dependents benefit shall be paid to the other 
dependent of the deceased as prescribed by the central government.'^ ° 
5. Medical Benefit 
An insured person and his family members became entitled to medical 
care from the date he enters the insurable employment and the entitlement 
continuously as long as the insured person is in insurable employment, or is 
qualified to claim sickness, maternity or disablement benefit. The entitlement 
to medical care is extended upto two year for persons suffering from any 
specified chronic or long term disease. Medical treatment of person, who go 
out of coverage during the period of treatment, is not discontinued till the spell 
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of sickness. All insured person and members of their family are entitled to free, 
full and comprehensive medical care under the scheme. The package covers all 
aspects of healthcare from primary to super specialist facilities, such as out 
patient treatment, domiciliary treatment; specialist consultation and diagnostic 
facilities; vaccination and preventive inoculation Antenatal care, confinements 
and post natal care etc. 
6. Funeral Benefit 
The funeral expenses are in the nature of a lamp sum payment up to a 
maximum of 2500 Rs. made to defray the expenditure of the funeral of 
deceased insured person. The amount is paid either to the eldest surviving 
member of the family, or the person who actually incurs the expenditure on the 
ftmeral. 
7. Rehabilitation Benefit 
The corporation grants rehabilitation allowance to the insured persons, 
for each day, on which they remain admitted in an artificial limb centre, on the 
rates, which generally confirm to double the standard sickness benefit rate.'^' 
Contribution Regarding Employee State Insurance 
The employee State Insurance Scheme is financed by the Employee's 
State Insurance Fund which is created under the Act. This fund has been 
created by the joint contribution of employer and employee vis a vis by the 
donations and gift of central government, state government and local bodies. 
The contribution is the sum of money payable by employer to the 
corporation in regard to an employee, in respect of every wage period. 
Employee contribution has to be calculated individually for each employee at 
the rate of 1.75% of the wage paid for every wage period. But in the case of 
employer's contribution, the same may be calculated at the rate of 4.75% of the 
total wages paid to all the employees covered under ESI scheme in each wage 
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period, by the number of days in full or part actually worked, half a day being 
counted as a full day for the purpose. If an employee's average daily wage 
during any wage period works out to 40/- Rs or above, contribution will be 
recoverable from him, from the wage for that wage period.'^ ^ 
In this case, Regional Director, ESI Corporation, Thrissur v/s 
Managing Director, Transmatic System, '^ ^ courts decide the dispute regarding 
the contribution. In this case the employer became fail to contribute their share 
in the E.S.I, fund, in respect of employee insurance, due to the loss of the 
business. But after some delay he paid insurance amount before issuing the 
demand notice from E.S.I. Corporation. But the question before the court was 
whether employer will be liable for damage caused by delayed payment. 
The court held that as per Sec/85, the employer will be liable for damage 
caused due to the delayed payment. 
Administrative Steps Regarding Employee State Insurance 
The administration of ESI- Act, 1948 is vested in the corporation known 
as Employee's State Insurance Corporation. The corporation composed of 
representatives of various interest concerned with the administration of the 
scheme. It has the representation of central government, state government, 
member of lock Saba, representation of medical profession and of employers 
and employee. The corporation in charge of general administration of the 
scheme is empowered to promote measures for the betterment of the health and 
welfare of insured person rounded to the next higher multiple of five paisa. 
The employee in receipt of an average daily wage of Rs/40 or less are 
exempted from payment of employee's contribution; only employer's 
contribution will be payable at 4.75% in respect of such employees. The state 
government contributes a minimum of 12.5% of the total expenditure on 
medical care in their respective states. To determine whether a person is 
exempt from employee's contribution, the average daily wage of a time rated 
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employee will be calculated by dividing total amount of wage payable, the 
person worked for entire wage period which may be a month, a fortnight, a 
week or a day by 26, 13, 6 of 1 respectively as the case may be, in respect of a 
piece rated employee, the average daily wage will be the total wages actually 
earned during the complete wage period divided and the same will be for the 
rehabilitation and employment of those insured persons who have been 
disabled or injured person. 
A small body, known as the Standing Committee, consists of 13 
members, elected from among the members of the corporation, is to work as 
executive body of the corporation. A third body, called the Medical Benefit 
Council, has been constituted to advise the corporation on matters relating to 
the administration of the medical benefits, certification for the purpose of the 
grant of benefit etc. The chief executive officer of the corporation is the 
Director General. He functions through a net work of Regional, Sub Regional, 
local, Sub local, inspection and pay officers. State wise Regional Board has 
also constituted.'^ '' 
3. Employee Provident Fund and Miscellaneous Provision Act-1952 
The old age is an equally important industrial and social problem, for 
which provisions must be made. It is essential to make some provisions for 
safeguarding the future of workers, if they retire or became unfit for work and 
for their dependents if they die, by way of either provident fund or by old age 
invalidity pension scheme, which threatens the security of individual, 
particularly of industrial workers, who are generally low paid, can be protect. 
Hence provident fund as well as pension whenever is possible, must be 
provided to the workers, so that when they became unfit for work due to 
advance age, they may pass the rest of their lives comfortably after strenuous 
work in a long productive life. If that is not done, then the worker will always 
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be worried about their future when they grow old arid this may affect their 
efficiency adversely.'^' 
The provident fund is a form of retirement benefit but unlike gratuity 
where the entire financial burden fall on the employer, the provident fund is 
contributory in the sense that besides putting in service, a worker has also to 
contribute a part of his wages. 
Prior to 1948, there was no compulsory statutory provision for provident 
fund benefit to industrial workers. The Provident Fund Act-1925 was restricted 
in its application so the provident schemes were introduce in some government 
employment and in the establishment of only some private employers. The 
Labour Investigation Committee in 1946 prepared a report on the position of. 
prevailing social insecurity unemployment scenario in India. It criticized the 
prevailing social insecurity in employment scenario in India due to lack of 
effective provident fund schemes. These recommendations were taken as the 
basis for subsequent actions. After that, in 1948, the Coal Mines Provident 
Fund and Bonus Scheme Act, was enacted to provide for a compulsory 
contributory provident fund for the employee of the coal mines. Still a big, 
majority of industrial employee were not covered under any such scheme. On 
15th of November, 1951 the government of India promulgated the Employee 
Provident Fund Ordinance which come into force on that date. It was 
subsequently replaced by the Employee Provident Fund Act, 1952. The Act has 
been subsequently amended in 1953, 1958, 1960 1971, and 1976 and 
comprehensively amended in 1988 and in 1995. 
The object of this Act is that employer and employee are made equal 
parties for the secure future of workers. This would turn help in productivity of 
employees as they are assured of a secured payment in future in cases they are 
not able to work due to injury or death. They are also secure the knowledge that 
when they retire they will continue to reap the benefits of their productive 
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years. The alternate object of this Act is to provide adequate security to the 
workers in the old age as well as their dependents.'^ ^ 
The security not only of the employer but their dependant has been 
confirmed by court in, Lalsa v/s District IV Upper District Judge, Basti and 
Others^^^ln this caser the question come before the court whether the 
Provident Fund and other dues of a deceased employee should be paid to the 
legal heir on the production of succession certificate. 
The court observe that on the production of succession certificate we 
will consider to such person as nominee and P.F. amount and other dues should 
be paid to him. 
Obligations of Employer Regarding Employee Provident Fund 
The obligation on the employer impose by the Act in reference of PF are-
1. The employer opens the account in the name of employee. 
2. The employer made the contribution as per their own responsibility. 
3. The employer compares the entries in the credit card through the 
commissioner. 
4. The employer paid amount of credit to the nominee of employee after 
the death of employee.'^ * 
Obligations of Employee Regarding Employee Provident Fund 
The worker enrolled himself as a member of the employee provident 
fund under the concerned Act of 1952. If they had work in the establishment 
continuously for 240 days or 6 months in a period of 12 months, and if their 
earning does not exceed 1000 per months. Under such situation there is a 
provision for voluntary enrollment at the establishment. The nature of the 
employment does not make any difference. All employees are eligible for 
membership whether they are permanent, temporary or casual.'^ ^ 
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Benefits Regarding Employee Provident Fund 
A lot of benefits for the employees prescribed by the Act are as-
1. Retirement Benefit 
On attaining the prescribed age of retirement, a member of the family 
pension fund, who has contributed to the family pension fund for a period of 
not less than 2 years, shall be paid a lump sum of 4,000 and thereafter he shall 
cease to be a member of the family pension fund. 
Where a member of family pension fund to whom any amount has 
became payable as a member who dies before the amount has been paid to him, 
the lump sum payment shall be payable to the family member of decease 
employee, who would have been entitled to receive family pension, and where 
member does not left family, the retirement benefit should be payable to the 
persons entitled to receive his provident fund accumulations, in the proportion 
in which the said accumulations may be payable under the provision of the EPF 
Scheme, 1952 or the provident fund rules applicable to the exempted 
establishments, as the case may be. 
Where a member continues to retain his membership of the family 
pension fund, when he attain the prescribed age during the period of reckonable 
service, the retirement benefit be payable shall be calculated by treating the 
notional age entry arrived at in the manner specified.' 170 
2. Life Assurance Benefit 
According to the provident fund scheme 1952, where a member of a 
family pension fund dies during the period of reckonable service, a lump sum 
as life assurance benefit shall be payable. Where the member dies, the 
assurance benefit shall be payable to the person or persons entitled to receive 
his provident fund accumulations, in the proportion in which the said 
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accumulations may be payable under the provisions of Employee Provident 
Fund Rules applicable to the exempted establishment, as the case may be. 
Where a member who continues to retain his membership of the family 
pension fund dies during the period of reckonable service, the life assurance 
benefit payable shall be calculated by treating the notional age of entry.'^' 
3. Termination of Service Benefit 
If the service of members is terminated on account of dismissal or 
discharge due to serious and willful misconduct, the employer may intimate the 
fact to the Provident Fund Commissioner or the Trustees. The provident fund 
authorities serve show cause notice to the member. On the basis of the 
explanation given by the member the authority may withhold a part of the 
employee contribution and pay the member only his own contribution and 
accumulation interest thereon. The amount withhold will be credited to a 
reserve amount. The maximum amount that can be withheld on this regard is 
employee's contribution in the last two compute period of his currency of the 
contribution card and that of the period of currency of the current contribution 
card. 
4. Employee Family Pension Benefit 
The employee family pension benefit is compulsory for all those 
employees who became the member of statutory provident fund scheme. The 
contribution of employee's to the provident fund deposit in family pension 
fund. The same share from employer's contribution to the provident fund is to 
be diverted to the family pension fund. The central government also contributes 
1/6 percent of the employee's wages. Benefit of family pension is payable to 
the family members of a worker in case of his death while in service before 
attaining the prescribe and it is payable from the beginning of the month or 
immediately following the day of death of the worker who is member of this 
scheme. The family pension is not to be paid to more than one person at a time. 
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First priority given to widow, widower, second to elder son & unmarried 
daughter.'"'^  
Here in the case of, State ofHaryana & Others v/s Shkuntala Devi, '''^  
the court strictly interpret the provision of family pension benefit. In this case 
the question before the court was whether the dependent of an ad hoc employee 
can entitled for the family pension benefit. 
The court was of the view that nothing has been shown by the record 
concerned, either under the contract of service or under any statute or statutory 
rules. 
Again the court was of the view that the family pension benefit should 
be compulsory for those employees who became the member of statutory 
pension/provident fund scheme. So here the disease dependent can not entitled 
for family benefit. 
Again the court in. Union of India v/s Renuka Ambadas Malve & 
Others,^^^ strictly follow the rule of family pension and held that the family 
pension shall be payable to the decease's legal heir after his demise as well as 
the distribution of pension among legal heir should be made as per the rules 
and regulation. 
5. Retirement-cum Withdrawal Benefit 
This benefit is payable to an employee when his membership from the 
family pension scheme ceases prior to his attaining the prescribed age on any 
ground other than the death of the employee. But the essential condition is that 
he should have contributed to the family pension fund at least for a period of 
one year or more than that. The specific rate of retirement-cum withdrawal 
benefit varies with the number of full year contribution paid subject to a 
minimum of Rs/110 and a maximum of Rs 9000 if the concerned employee had 
paid contribution for full, 40 years.'^' 
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6. Deposit Link Insurance Benefit 
Under this benefit the liability is imposed on the employer to pay 
contribution on behalf of employee in deposit linked insurance fund at the rate 
notified by the central government from time to time but in no case the 
contribution of employer may exceed one percent of the aggregate of the basic 
wages, deamess allowance and retaining allowance of an employee. The 
central government is also required to contribute in this fund an amount equal 
to one-half of the contribution of an employer. Provision has also been made 
under the Act for the payment of additional amount by the employer in the fund 
which may be determined by the central government from time to time and in 
no case this amount should exceed one-fourth of the contribution of employer 
in the respect of his employees. The deposit link insurance benefit, on the death 
of an employee, his nomiminees or heirs would be entitled to get assurance 
benefit which would be equivalent to the average balance in the provident fund 
account of the deceased at the time of his death during the preceding three 
years up to a maximum amount often thousand, rupees.'^ ^ 
Contribution Regarding Employee Provident Fund 
The contributions of the employer and employee to the provident fund 
shall be equal. Each shall contribute at a rate of six and quarter percent of basic 
wage, deamess allowance and retaining allowance, if any, for the time being 
payable to an employee. It does not matter whether the employee is employed 
by the employer contributor directly or by or through a contractor. If any 
employee desires and the scheme make provisions, he may contribute an 
amount not exceeding eight and one third percent of his basic wages, deamess 
allowance. 
The option is given to an employee to contribute an amount higher than 
6 % percent but not exceeding 8 1/3 percent of basic wages, deamess allowance 
and retaining allowance. The rate of contribution shall be eight percent in 
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respect of any establishment which the central government may specify in the 
Gazette from time to time and on which enquiry has been made. The 
contribution shall be calculated on the basis of actual wages drawn during the 
whole month whether paid on daily, weekly, fortnightly or monthly basis. The 
central government from time to time may specify the statutory rate of 
contribution that is six and a quarter percent shall be eight in respect of an 
establishment or class of establishment after making an enquiry about them.'^ ^ 
Where an employer makes default in the payment of any contribution to 
the fund or any other amount as per the Act the appropriate government may 
recover from him such damages not exceeding twenty five percent of the 
amounts of arrears as it may think proper."* 
Administrative Steps Regarding Employee Provident Fund 
In the Employee Provident Funds and Miscellaneous Provision Act 
1952, provisions has been made by which the central government is 
empowered to appoint authorities for effective implementation of scheme 
framed under the Act, structure of administrative bodies, constituted under the 
Act may be discussed under-
Central Board of Trustee 
The central government is employed by issuing notification in the official 
Gazette to constitute a Central Board of Trustee for the territories to which this 
Act extents. The Board so created is to consist of the chairman to be appointed 
by the central government; officials representing the central government whose 
number should not be more than five persons, the members representing the 
government of such state as may be specified in this behalf by the central 
government. These members are appointed by central government and their 
number does not exceed fifteen. At the same time six people representing the 
employer of the establishment to which the scheme applies are to be appointed 
by the employer's organizations and six person representing the employees 
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covered under the scheme, are appointed as members of the Board in 
consultation with organizations of the employees. The Central Board is 
required to administer the schemes and it performs such functions which are 
required to be performed under the schemes provided in the Act. 
State Board and Regional Committee 
Although a provision has been expressly made for the constitution of the 
State Board but till today no such boards have been constituted rather Regional 
Committees has been set-up by the central government which function under 
the control of Central Board of Trustees. Each Regional Committee consists of 
a chairman appointed by the central government on recommendation of the 
concerned state government. Three representatives of employees and three of 
employers are also appointed as member of a Regional Committee. No official 
members of the Central Board of Trustees who are ordinarily resident of the 
state are also nominated as members of the Regional Committee. The Regional 
Committee as advisory body and renders advise on the matter connected with 
the administration of the schemes in the state and at the same time it provides 
information to the central government with regard to the routine matters. 
Although Regional Committees were constituted as time gap arrangement till 
the constitution of the State Boards but until now State Board are not 
constituted and these Regional Committees are functioning bodies. It has been 
suggested by Employee Provident Fund Review Committee that there is no 
need to set up state board and the practice of having amendment in the Act and 
schemes should be done.'''' 
4. Maternity Benefit Act- 1961 
Equal protection for women at work place is not easy to achieve. The 
fight for which started hundred years ago and it has still not be won but up to 
some extent we are going in the right direction to make it possible. 
226 
The convention for the "protection of motherhood" first time adopted in 
1919 through the International Labor Organization. But India was not in a 
position to adopt this convention till 1921, then matter was posed before the 
Parliament by a private member in 1924 urging the government to make it 
compulsory for employers to provide maternity benefits to women workers. 
However the Bill was oppose by the government on the ground that we do not 
have such need, if it passed, it may have adverse repercussions on the 
employment of women. The Royal Commission on Labor in its 
recommendation has stressed the need for suitable maternity legislation at least 
for women employed permanently in no seasonal factories. As the government 
of India was slow to act on there recommendations, the state government took 
lead in this regard. First time the Bombay government passed the Bill in 1926. 
It was followed by central provinces, Madras, U.P, Bengal and Some other 
states. The period of leave, the quantum of benefit and the qualifying 
conditions, varied slightly from state to state. With a view to reduce the 
disparities relating to maternity protection under different state enactments, so 
the central government passed the Maternity Benefit Act 1961 .'*° 
This Act was passed to regulate the employment of women in certain 
establishments for certain periods before and after child birth. This Act 
provides maternity benefit with some other benefits. This is very significant 
piece of labour legislation exclusively devoted to the working women in 
factories, mines, plantation and other establishments which in persons are 
employed for the exhibition of equestrian, acrobatic and other performance.'^ ' 
Obligations of Employer Regarding Maternity Benefit 
Some obligations on the part of employers in reference of maternity of 
women prescribed by the Act are as follows-
1. No employer should knowingly employed to a women in any 
establishment during six weeks (these about converted in six months) 
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immediately following the day of her delivery, miscarriage or medical 
termination of pregnancy. 
2. No employer should knowingly employed on her request to a women 
during the period of one month immediately preceding the period of six 
weeks (these about converted in six months) before the date of her 
expected delivery. 
3. No employer should employed to a women during six week (there about 
converted into six months) immediately preceding the date of her 
expected delivery for any work of-
1. Arduous nature 
2. Involves long hours standing; 
3. Which in any way is likely to interfere with her pregnancy or the 
normal development of fetus or likely to cause her miscarriage, or 
otherwise adversely affected health.'*^ 
4. On receipt of notice, the employer shall permit such women to absent 
her from the establishment during the period of which she receives the 
maternity benefit. 
5. The employer should pay within 48 hours before the expected delivery 
the maternity benefit on demand of the concerned women employee.'^ ^ 
6. No employer should restrict the maternity benefit up to fixed limited 
delivery. 
The prescribed principle of maternity in case of limited delivery was 
accepted by the court in, Mohammad Mohideen N. and Another v/s Deputy 
Commissioner of Lahore (Inspection) China and Others, '^ ''where the women 
employee give birth to a third child and she claim for maternity benefit from 
their employer but employer denied that at the time of appointment we have 
taken an undertaking from the women employee that they will not claim 
maternity benefit if they have the third child. 
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The court held that there is no provision in Maternity Benefit Act 1961, 
limiting the benefit to any fixed number of delivery of a female worker. 
Obligations of Employee Regarding Maternity Benefit 
Instead of importing obligations for the employer, some obligations also 
prescribed by the Act as follows-
1. The women entitled to maternity benefit under the provisions of 
concerned Act, may give notice in writing in such form as may be prescribed, 
to her employer, stating that the maternity benefit and any other amount to 
which she may be entitled under the provisions of this Act may be paid to her 
or to her nominee indicated in the notice and that she will not work in any 
establishment during the period for which she receive maternity benefit. 
The rule of notice to the employer in respect of maternity was strictly 
followed by the court in, Sunita Baliyan v/s Director, Social Welfare 
Department, NCT of Delhi,^*^ In this case, petitioner, an Agawwadi workers 
with the respondent management with effect from May 19, 1997. On 
November 5, 1998, she was granted maternity leave up to November 15, 1998. 
However, the petitioner extended her maternity leave. It is averted that when 
she went to join her duties on Jan 25, 1999, the same was refused to her. Thus 
it was her case that her services were terminated by way of refusal of duties 
though she had gone on maternity leave, without giving any notice. The matter 
goes before the court. 
The court observed that it was not a case of termination of petitioner's 
service. The petitioner had not given notice as mandatory required by Sec/6 
and 12 of M.B, Act 1961, in writing to the respondent employer. Hence no 
illegality could be found in the impugned award, it was held that petition 
dismissed. 
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2. In case of a women who is pregnant such notice shall state the date from 
which she will be absent from work, not being a date earlier than six week 
(there about converted into six months) from the date of her expected delivery. 
No women shall be entitled to maternity benefit unless she has actually 
worked in an establishment for the employer from whom she claims maternity 
benefit for a period of not less than one hundred and sixty days in the twelve 
months immediately preceding the date of her expected delivery. The 
qualifying period of one hundred and sixty days as aforesaid shall not apply to 
a women who has immigrated into the state of Assam and was pregnant at the 
time of immigration. 
For the purpose of calculating the days on which a women has actually 
worked in the establishment, the days for which she has laid off during the 
period of twelve months immediately preceding the date of her expected 
delivery, shall be taken into account. 
A women shall be entitled to maternity benefit for a minimum period of 
six week (there abut converted into six months) up to and including the day of 
her delivery 
3. If any women does not give notice when she was pregnant may give 
such notice as soon as possible after the delivery.'*^ 
Benefits Regarding Maternity 
The Benefits for women employee prescribed by the Act are as follows-
1. Maternity Benefit 
It shall be payable by an employer to a women employee on demand. It 
is a kind of payment to a women worker at the rate of average daily wage for 
the period of her actual absence immediately preceding and including the day 
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of her delivery and for six weeks (there about converted into six months) 
immediately following that day. 
For the purpose of paying the maternity benefit to a women worker as 
stated above, the average daily wages means the average of the women's wages 
payable to her for the days on which she has worked during the period of three 
calendar months immediately preceding the date from which she absents 
herself on account of maternity or on rupees for a day, whichever is higher and 
six weeks (there about converted into six months) immediately following that 
day. 
Where a women dies during this period, the maternity benefit shall be 
payable only for the days up to and including the day of her death. Where a 
women having been delivered of a child, dies during her delivery, leaving 
behind in either case the child, the employer shall be liable for the maternity 
benefit for the entire period of six weeks (there about converted into six 
months) immediately following the day up to and including the day of the 
death of the child."' 
The term "week" in reference of calculation of maternity benefit 
includes Sunday. This rule confirm by the court in, B. Shah v/s Labour Court 
Coimbatore}^* where the Subbammal who is a women worker employed in 
Mount Stuart Estate, which is carrying on plantation industry, was allowed 
leave of absence by the establishment on the basis of a notice given by her of 
her expected delivery which actually took place on December 16, 1967. After 
her delivery, the respondent was paid by her employer an amount of maternity 
benefit, equivalent to what she would have earned on the basis of her average 
daily wage in 72 working days falling within twelve week of the maternity 
period. While calculating the aforesaid amount of maternity benefit, the 
establishment admittedly exclude twelve Sundays being wage less holidays, 
which fell during the period of the respondents actual absence immediately 
following that day. Dissatisfied with this computation the respondent made a 
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representation to her employer claiming maternity benefit for the entire period 
of twelve week, under the Act i.e. for 84 days on the plea that a week consists 
seven days. 
The Supreme Court was of the view that the term "Week" has to be 
taken to signify a cycle of seven days, including Sundays. The legislature 
intended that the computation of maternity benefit is to be made for the entire 
period of the women workers actual absence, i.e. for all the days, including 
Sundays, which may be wage less holidays falling within that period. 
2. Maternity-cum-Death Benefit 
If a women entitled to maternity benefit or any other amount, under this 
Act, dies before receiving such maternity benefit amount, or where the 
employer is liable for the maternity benefit under the second provision of 
section 5(3), the employer shall pay such benefit or amount to the person 
nominated by the women in the notice given and in case there is no such 
nominee to her legal representative.'*' 
3. Maternity-Medical Bonus Benefit 
Every Women entitled to maternity benefit under this Act shall also be 
entitled to receive from her employer a medical bonus of 25 rupees, (there 
about extended maximum 2,000/- Rs. Minimum 250/- Rs.) if no pre-natal 
confinement and post natal care is provided by the employer free of charge.''° 
4. Leave with Wage Benefit 
1. In case of miscarriage or medical termination of pregnancy, a 
women shall on production of such proof as may be prescribed, be 
entitled to leave with wages at the rate of maternity benefit, for a period 
of six weeks (there about converted into six months) immediately 
following the day of her miscarriage or, as the case may be of her 
medical termination of pregnancy.'" 
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2. In case of tubectomy operation, a woman shall, on production of such 
proof as may be prescribed be entitled to leave with wages at the rate of 
maternity benefit for a period of two weeks immediately following the 
day of her tubectomy operation. 
3. A woman suffering from illness arising out of pregnancy, delivery, 
premature birth of a child, miscarriage, medical termination of 
pregnancy shall on production of such proof as may be prescribed for 
the period of absence allowed to her or as the case may be, to leave 
with wage at the rate of maternity benefit for a maximum period of one 
month.'" 
Administrative Steps Regarding Maternity Benefits 
This Act makes provisions for the appointment of inspectors and penalty 
for contravention of the Act by the employer. The appropriate government has 
been authorized here also to make rules for carrying out the purpose of this 
Act. 
For the administration and enforcement of Maternity Benefit Act the 
appropriate government is empowered to appoint such officer as it thinks fit to 
be inspector for the purpose of this Act and may define the local limits of the 
Jurisdiction within which they shall exercise their functions under this Act.'^ '* 
It has been provided that every inspector appointed under this Act shall 
be deemed to be a public servant within the meaning of section 121 of Indian 
Penal Code, 1860. Like other enactments the inspector is empowered to enter at 
all reasonable time any premises or place where women are employed or work 
is given to them in an establishment, records and notices required to be kept or 
exhibited and may require their production. He can also examine any person 
employed in the establishment. However no person shall be compelled to 
answer any question or give any evidence tending to incriminate him. The 
employer is required to give information regarding names and addresses of 
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women employed, payment made to them and applications or notice received 
from them under this Act. Even he may take copies of any register and records 
or notice or any portion thereof. The disciplinary action can be taken against 
the women employee if she found guilty under Domestic Violence Prevention 
Act.'^ ^ 
5. Payment of Gratuity Act-1972 
The gratuity, as the term itself connotes, is a gratuitous payment given to 
an employee on discharge, termination of retirement of his service. The 
gratuity is a lump sum amount of retrial benefit which payment considered 
necessary for elimination of human suffering of the superannuation or disabled 
employee.''^ 
The statutory regulation of gratuity schemes started with "Working 
Journalist" (Condition of Service & Miscellaneous Provisions) Act 1955. The 
first specific legislation for the payment of gratuity was enacted in the state of 
Kerala and this was the Kerala Industrial Employee's Payment of Gratuity Act 
1970. This Act provide the scheme for the employees of factories, plantation 
and other establishments, in the next year the state of West Bengal promulgated 
an Ordinance on 3rd June 1971 prescribing the scheme of gratuity and this was 
replaced by the West Bengal Employee's Payment of Compulsory Gratuity Act 
1971 Apart from the two state government Acts, no other states have any state 
laws on payment of gratuity. In U.P. an order was issued under section 3 of the 
U.P. Industrial Dispute Act, 1947 for payment of gratuity. Ultimate in the year 
of 1972, the Parliament enacted the Payment of Gratuity Act, 1972, for the 
whole of India. 
The Act is proposed to provide a scheme for the payment of gratuity to 
the employee engaged in the factories, mines, oilfield, plantations, ports, 
railways, companies, shops, or other establishments and for matters connected 
there with be enacted. The Bill originally sought to provide for payment of 
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gratuity to employees drawing wages up to Rs 750 per month in the event of 
superannuation, retirement, resignation and death or total disablement due to 
accident or diseases. The quantum of gratuity payable would be 15 day's wage 
based on the rate of wage last drawn by the employees concerned for every 
completed year of service or part there of in excess of six months subject to a 
minimum of 15 months wages.''' 
The Act was passed by receiving the assent of the president in August 
1972. But a series of Amendment have been made in 1984, 87, 94 & 98 to meet 
the special situations and requirements, in the light of experience gained in his 
actual working, judicial precedents and the industrial policy of government. 
The limit of the amount of gratuity payable to an employee has been extended 
from Rs one lakh to three lakh and fifty thousand, by the payment of gratuity 
(Amendment) Act 1998. It is relevant to note that the coverage of employees 
was extended from time to time. The coverage was extended to employees 
getting 35, 00 per month with effect from 31/12/1992. The total payment of 
gratuity was restricted to 5,000 Rs. By an amendment of 1994 the salary for the 
eligibility to an employee has been removed but total limit of amount of 
gratuity had been restricted to 1,00,000/ Rs. which has been extended to 
3,50,000 Rs. again in 1998."* 
But now the maximum pecuniary limit of Rs. 3.5 lakh on payment of 
gratuity has been raised to Rs. 10 lakh by the government on the 
recommendation of six pay commission. 
Obligations of Employer Regarding Payment of Gratuity 
The obligations define by the Act in reference of gratuity for the 
employer like as-
1. If the claim of employee found admissible on verification, the employer 
issue a notice to the applicant employee, nominee or legal heir, as the case may 
be, in the notice the amount of gratuity payable is to be specified, and the date 
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to be fixed which must not be later than, thirty days after the receipt of the 
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application for payment of gratuity. 
This procedure regarding the claim of gratuity and its payment has been 
confirmed by the court in, Prashant Swarup and Another v/s Union of India 
and Others}^ In this case the Petitioner-Company's General Manager and 
another were prosecuted for the failure to pay gratuity to employee within 30 
days from the date it became payable. But the petitioner company's failure was 
due to some other dispute which decides by the controlling authority. 
There was two questions one was non payment of gratuity and second 
one was the other dispute, decide by the controlling authority on which the 
payment of gratuity was based. 
The petitioner company claim that claimant does not have right to file 
case before the court unless the disputable case decide by controlling authority. 
The court was of the view that after the expiry of six months 
complainant have right to file case before competent authority (This Court). 
The court orders that the petitioner company should pay the gratuity to the 
complainant. This failure of non-payment is distinguish from the non payment 
of gratuity due to some dispute under sec/11 of the Act. 
If the employer fails in payment of gratuity within 30 days, the employer 
pay, from the date the gratuity become payable to the date on which it is paid, 
simple interest at such rate specified by central government. 
Again the rule of payment of gratuity interpreted by the court in new 
manner in. Ram Prakash Agrawal v/s Central Co. Operative Bank Ltd?^^ In 
this case the petitioner was employed with the respondent bank on December 1, 
1959 and he continued in service and ultimately after rendering service of 33 
years and four months, he was supersaturated on March 31, 1993. Before 
retirement, he submitted requisite form demanding gratuity. However no 
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payment of gratuity was made to the petitioner. It is further submitted that 
petitioner's salary was Rs. 2190/- plus D.A. at the time of his retirement, 
thereafter, as per last pay drawn by him, he calculated his gratuity as Rs. 
1,74,050 and the same was to be paid on March 31, 1993, but he had not been 
paid amount of gratuity. 
By filing this petition, the petitioner has prayed for the directions to the 
respondents to make payment of gratuity plus remaining salary to the tune of 
Rs. 1, 75,550. Further, he has preyed for interest on due amount at the rate of 
24% per annum w.e.f. April 30, 1993 as well as Rs. 50,000/- for harassment 
suffered by him due to non-payment of his dues. 
The court directed to the bank for the payment of interest at the simple 
rate of 9% from the date of retirement till payment is made, within the period 
of three months. Again the court was of the view that the cost of 10,000/-
should be paid to the petitioner for their harassment. 
2. If the claim of employee for the gratuity is not found admissible the 
employer issue the notice to the applicant specifying the reasons why 
claim is not considered 
3. An employer refuses to accept the nomination or to entertain an 
application sought to be on reasonable grounds. 
4. An employer issue a notice either specifying an amount of gratuity 
which is consider for the applicant less than what is payable or rejecting 
eligibility to payment of gratuity .^ °^  
5. An employer does not deduct the amount of gratuity for mistakenly 
payment extra in any other scheme to the employee. 
On the basis of above rule the court decide the dispute in appropriate 
manner iq. State Farm Corporation of India v/s MathaL^^^ In the case 
petitioner was a government company .The respondent opted the VRS 
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introduced by the company the amount due as per the scheme was paid to him, 
an amount of rate70, 432/- was deducted from the gratuity amount which 
according to the petitioner was excess ex-gratia amount mistakenly paid under 
VRS. The respondent files writ petition for the non payment of gratuity as well 
as interest on this amount. The court held that no deduction could be made 
from the gratuity dues as per Act except under the circumstances maintain 
under sec. /4-6 of the Act. Also order to pay with interest as per sec. /7-3-A of 
the Act. 
Obligations of Employee Regarding Payment of Gratuity 
The obligations of employee under the concern Act are as such-
1. An employee who is eligible for the payment of gratuity sent a written 
application through his duly constituted agent in the prescribed form to 
the employer within the prescribed period claiming the payment of 
gratuity. 
2. An employee shall sent, application for the gratuity within a period of 30 
days from due date. 
3. An employee shall send application before the date of superannuation or 
retirement, if he knows it. 
4. An employee applies for a nominee within the period of 30 days in the 
form J. 
5. An employee applies for a legal heir within a period of one year in the 
formK. 
6. An employee does not involve in offence involving moral turpitude.^ "'* 
7. An employee does not cause will full omission or negligence causing 
damage or loss of employers property. 
Generally the acts of willful omission or negligence, which cause 
damage loss or destruction to employer's property and the acts of riotous or 
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disorderly conduct and any act involving moral turpitude on the part of 
employee could debar him from the due payment of amount of gratuity. 
But unfortunately the act of "willful omission or "negligence" has not 
been defined in the Act. Generally the people seek guidance from the case laws 
on the issues relating to the will full omission or negligence. On these issues so 
many cases decided by the court at different times. 
The court decided the dispute in the case of The Delhi Cloth Mills Co. 
Ltd, v/s The Workman?^^ In this case a workman was charge for riotous and 
disorderly behavior. On that ground he was dismissed from their employment. 
He claims for gratuity afler the termination of employment but employer 
refused from granting gratuity after the termination of employment. The matter 
posed before the S.C. 
In this case the S.C. made distinction between technical misconduct 
which leaves no trial of indiscipline, misconduct resulting in damage to the 
employer's property which may be compensated by forfeiture of gratuity or 
part thereof and serious misconduct which though not directly causing damage 
such as acts of violence against the management or other employee or riotous 
or disorderly behavior, in or near the place of employment is conducive to 
grave indiscipline. The first should involve no forfeiture, the second may 
involve forfeiture of an amount equal to the loss directly suffered by the 
employers in consequence of the misconduct and the third may entail forfeiture 
of gratuity due to the workman. 
The Supreme views regarding the misconduct and right of gratuity under 
this case that the workman shall entitled for the gratuity. 
Again in the case of, The Management of Tournamulla v/s 
Workmen?^ where a workman was charge sheeted in respect of riotous and 
disorderly behavior for having assaulted to a tea maker, inside the factory. A 
departmental enquiry was held wherein, it is said, he was given every 
239 
opportunity to fully participate. He was found guilty of misconduct by the 
domestic tribunal and was accordingly dismissed. There was a scheme of 
gratuity enforce, which was and is not challenge by the respondent. Clause 4 of 
that scheme, which is called "Term of Agreement", provides, that if a dispute 
arises regarding a claim for payment of gratuity of a workman who has been 
dismissed for misconduct, such dispute shall be referred to the Labour Court 
having Jurisdiction, for decision. As a dispute arose with regard to the payment 
of gratuity, the matter was referred to the Labour Court. 
The Labour Court was of the view that if a workman is guilty of a 
serious misconduct of the third category, then, his gratuity can be forfeited in 
it's entirely. 
Again the matter was posed before the Supreme Court, which held that 
the concerned workman will not be entitled to the gratuity earned by him. The 
workman will be entitled to costs in view of the order already maintained by 
the court. 
Recently a new problem regarding gratuity has been facing by our 
Juristic personalities that even vary senior officers either retain some property, 
articles of organization or do not vacate their residential quarter allotted to 
them. This prompts the employers to withhold the gratuity of such employee.^ "^  
The problem solve by the court in vary exhaustive manner in, Oil and 
Natural Gass Commission v/s V.U. Warier^^^ In this case Shri. V.U Warier 
retired as an additional Director from Oil & Natural Gas Commission on Feb. 
28, 1990. The employer, ONGC, while paying him, his retirement gratuity, 
deducted a sum of Rs. 53,632 being damages towards unauthorized occupation 
of official accommodation which was allotted to him while he was in 
employment. The period of unauthorized occupation was from July 1, 1990 to 
Sep. 16, 1990. The damage was recorded at the rate of 75% of the last basic 
pay drown. Accordingly, the damage calculated to be Rs. 5,100/- per month. 
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As per the rules in force at that point of time a retired officer was 
entitled to retain the official accommodation up to the period of four months 
from the date of retirement. As per the said rule, Shari. Warrier was in 
authorized occupation of the accommodation up to June 30, 1990. He had made 
a representation to retain the official accommodation beyond June 30, 1990 but 
the same was rejected. The matter goes before the Bombay High Court. The 
H.C. gives the verdict in favor of the petitioner. Again the matter was goes 
before the honorable S.C. of India. 
While concluding the Judgment, the S.C. allowed the Civil Appeal filed 
by ONGC and, set aside the judgment, delivered by the Division Bench of 
High Court of Bombay. Finally, the court permitted to ONGC to deduct the 
amount of damage from the gratuity of the employee. 
Benefits Regarding Gratuity 
The benefits introduce by Act in the combined name of gratuity are as foUows-
1. Superannuation Benefit 
The superannuation means the attainment by the employee of such age 
as fixed in the contract or condition of service as the age on the attainment of 
which the employee shall vacate the employment. Under the scheme of 
Payment of Gratuity Act, 1972 a lump sum amount should be paid to the 
employee at the time of his superannuation. This lump sum payment is 
consider necessary for an orderly and human elimination from industry of 
superannuated employee who for such benefit would continue in the 
employment even though they function inefficiently.^ "^ 
2. Retirement/Resignation Benefit 
The word retirement means termination of the service of the employee 
due to the reason of the attainment of the age of retirement. The Resignation 
means voluntarily resigned from their work. In most of the big industries 
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assurance has been given to the employee that some kind of benefit at the 
retirement vis a vis resignation. This provisions made by employer for getting 
better and efficient employee.^ '** 
3. Death/Disablement Benefit 
The termination of employment on death creates a right for employee to 
claim for gratuity. In this case the continuous service of 5 years is not 
necessary. The termination of employment on death only, the gratuity payable 
to a deceased employee shall be paid to his nominee or if the nominee or heir is 
a minor the share of such minor shall be invested by the controlling authority in 
a bank or financial institution for the benefit of the minor until the minor attain 
majority. If no nomination is made, it shall be paid to the heir. The amount of 
gratuity payable shall not exceed fifty thousand rupees. 
The gratuity should also be payable in case of disablement of employee. 
For the purpose of computing the gratuity payable to a disabled employee 
employed on reduced wages, his wages for the period preceding his 
disablement and wages for the period subsequent to his disablement shall be 
taken into consideration.^" 
Administrative Steps Re^rding Gratuity 
The appropriate government may by notification appoint any officer as 
controlling authority, who deals and decides all matters. The controlling 
authority appoints other officers in different areas for their help. The 
controlling authority has also powers like civil court. 
Above the authority of controlling authority is the concerned appropriate 
government which also has power to appoint inspector for inquiry in any 
matter. 
Above the authority of appropriate government is the authority of courts. 
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If any dispute has not been decide by controlling authority than decide 
by appropriate govt, than by the court. The aggrieved can approach to this 
authorities. '^^  
3. Legislative Enactments; International Perspectives 
3.1. Insurance in the GATS Agreement 
The term "Financial Services" is broadly used for a set of services 
provided to ensure efficient mobilization and allocation of funds towards the 
overall growth of an economy. By directing investment Funds to their most 
productive use, an efficient financial services sector can significantly promote 
growth and income. As a result, the effective provision of these services is a 
basic prerequisite for a dynamic and modem economy. Across most developing 
countries, including India, financial services constitute part of the regulatory 
system that manages inflow and outflow of foreign capital, reduces exchange 
rate volatility and provides credit to socially desired sectors. 
Countries such as United State, Japan, as well as some members of 
European Union have, over the years, been vocal demanders of liberalization of 
different financial services, arguing that barriers to entry hinder economic 
progress and financial stability. They also have well developed financial 
service industries that stand to benefit from access to international markets. 
However, the rapid flow of money out of developing countries in the after math 
of the Latin American crisis in 1980's and the East Asian Crisis in 1997, 
demonstrated that liberalizing financial markets sans proper planning and 
management of investment is not a receipt of success. In fact, given their 
immense importance in overall stability of an economy, there is broad 
disagreement among various countries about further liberalization of financial 
service. These disagreements range from both liberalization in additional 
financial service sector as well deeper liberalization in a particular sector. 
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Liberalization of financial services at a multilateral level is largely 
governed by the General Agreement on Trade and Services (GATS) under the 
World Trade Organization. 
By the time official negotiations under the Uruguay Round were over in 
1993, negotiations and financial services remained unfinished. These 
negotiations continued for two more years and an interim agreement was 
reached in 1995. The negotiations again reopened in April 1997, and annexed 
to the GATS as the Fifth protocol. GATS also required WTO members to 
restart negotiations on service liberalization after the fifth year of its 
implementation.^ '^  
1. GATS General Provision 
GATS were first established in 1994. The rules about actual trade in 
services across borders (via the phone or internet) are only a small element of 
GATS. The GATS is a first multilateral investment/agreement because its rules 
cover every conceivable way of service might be delivered, including granting 
foreign corporations the right to pay or established new companies within the 
territory of another country. GATS is knows as a "bottom-up" agreement 
because most of its requirements cover service sector countries agree to open 
up for competition by Foreign Corporations.^ ''* 
Modes of Delivery under GATS 
The GATS provides an internationally as well as a multilaterally 
accepted legal frame work for the promotion of liberalization of trade in 
services. Trade in services has been defined under the GATS in terms of four 
modes of delivery viz-
1. Cross Border Supply (Mode 1): Services are supplied from one country 
to another country (e.g. international telephony). 
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2. Consumption Abroad (Mode 2): Consumers make use of a service in 
another country (e.g. Tourism). 
3. Commercial presence (Mode 3): A foreign firm Sets up subsidiaries 
(e.g. opening a consultancy firm on foreign soil). 
4. Movement of Natural Persons (Mode 4): Individual move from their 
own country to supply services in another country (e.g. persons working 
on foreign soil on a contract and time bound basis). 
Basic Principles of GATS 
1. Most favored nation treatment: No discrimination among other members 
of Agreement in terms of treatment accorded to their service supplier; 
2. National treatment: Foreign services and services suppliers to be treated 
no less favorably than nationalists; 
3. Progressive liberalization is irreversible because of binding 
commitments on the negotiated levels of market access; 
4. Transparency: All policies related to barriers to market access and 
discriminatory restrictions by the members are to be notified. The GATS 
is based on a 'positive list', i.e. no sector is covered unless' it is 
specifically mentioned in the Agreement as being covered. Under the 
Agreement Services has been classified into 12 categories, which are 
further sub-divided into 160 subgroups. 
Under the Agreement each member has undertaken specific 
commitment in terms of market access (Article XVI) and national treatment 
(Article XVII). These are presented in the schedule of specific commitments of 
members in sector by sector and the limitations of market access and national 
treatment. For example India has undertaken commitments on the six service 
sector groups viz. business, communication, construction and reacted 
engineering, financial services, health and social services and tourism and 
related services. 
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The major groups where broad agreements have been arrived at are 
telecommunications and financial services, with a special emphasis on banking 
and insurance. Under the GATS, professional services is one among the six 
classifications or sub-sectors of business services is one among the six 
classification within the professional service.^"' 
2. GATS Approach Regarding Insurance Sector 
The insurance segment forms an important part of the financial service 
industry. The insurance sector performs an important financial intermediation 
task by mobilizing savings to aid capital formation. At its inception, insurance 
industry was in private hands and there were both domestic and foreign private 
players in sub-sector. 
Financial services in GATS include two broad categories of services: 
1. Insurance and insurance related services: Especially these insurance 
and insurance related services cover life and non-life insurance, 
reinsurance, insurance intermediation such as brokerage and agency 
services and services auxiliary to insurance such as consultancy and 
actuarial services. 
2. Banking and other Financial Services.^ '^  
3. GATS Impact on Indian Insurance Sector 
India has signed the GATS and became a member of WTO. After that 
the pressure has increase over the India to open up its service sector including 
insurance sector is mounting. Even the limited opening up is forcing 
appropriate changes in the insurance sector in India and is inducing special 
efforts towards the similarity of insurance practices all over the developing 
world. 
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On some other considerations also, globalization in the insurance sector 
has now became necessary. For instance, many economic players in various 
sectors have global operations and they, as insurance customers operating 
globally, will demand global solutions, which is possible only if the industry is 
a part of the global structure. Global networks will obviously be interested in 
catering to the needs of multinational customers. 
Or again, activities in the sectors like banking, insurance, tourism. 
telecommunication and software and technology intensive. The speed of 
communication and wide access to information, hastens change and demands 
rapid response to customers again a fall out of global integration. Other 
technological advances further facilitate such consolidation. When the market 
is opened to multinationals, the move can bring the benefits for the developing 
countries. 
Global integration brings many benefits: It improves economic growth 
for all the countries involved, helps to create and improve the necessary 
infrastructure for developing economies, produces efficient financial markets; 
maximizes choice and reduces costs for all purchasers of financial services 
through increased competition; improves access to modem skills and 
technology, and lead to increase in long term investment. 
External competition and the presence of foreign firms help to create a 
healthy and dynamic insurance sector. Local employment opportunities are also 
created and encourage local commercial and managerial skill.^''' 
So it will not stand to reason for India to forego all these advantage.In 
the liberalized environment with increased sophistication and innovation, 
insurance is seen as a key segment of the financial market. Insurance is 
therefore an area which holds immense potential, especially for an emerging 
economy like India. So with the reform in banking sector and in the capital 
market, the government of India introduces similar reform in insurance sector. 
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A committee on Reform of the insurance sector (Chairman: R.N. Malhotra) 
was appointed by the government of India in April 1993 to examine the 
regulation and structure of the insurance industry. Based on the report 
submitted by committee in January 1994, concrete steps have been taken by the 
government in 1999, after much deliberation towards liberalization of the 
insurance sector. After liberalization in 1999, private player have entered both 
life and non life business of India. The IRDA constituted in 2000 as an 
autonomous body to regulate and develop the business of insurance and 
reinsurance in the country in terms of the Insurance Regulatory and 
Development Authority, Act, 1999. After making commitments in financial 
services agreements, the government of India started the modest opening of 
insurance sector.^'' 
4. GATS Current Negotiation Round and India's Revised Offer 
Regarding Insurance 
The new negotiations (called for in the agreement) are underway, called 
"GATS 2000", to expand the coverage of GATS rules to more service sectors 
and to establish new cross-cutting disciplines on domestic regulation that could 
affect a wide variety of service-sector regulatory policies at all level of 
government. In 2001, the new GATS negotiations were rolled into the larger 
"Doha Round" of WTO negotiations which had an initial, but missed, January 
2005 deadline. The final deadline of the GATS talks is now mid-2007. 
However, between now and then, several meta-deadlines have been set for 
countries to table offers of new sectors to be bound and proposals on the 
rules.2" 
Hence, a vastly revised offer including India's one in services is being 
put together through a cabinet note on the subject for clearance by the cabinet 
committee on the WTO.^ °^ 
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In the financial services including insurance annex to the GATS 
Agreement, India undertook commitments under various sub-sectors within 
financial services, mostly in mode 3 (commercial presence). The main sector 
attach to insurance is banking sector in the banking sector, India committed to 
allow establishment of the branch operations of foreign bank subject to a 
license limit of 12 per year. However India retained the option of restricting 
entry of foreign banks if the market share exceeds 15 percent. Apart from this, 
the foreign banks were also allowed to install ATMs at branches and other 
places. It also allowed licensed foreign bank branches to invest in other 
financial services up to a certain limit. The foreign bank branches were 
required to constitute a local Advisory Board, the Chairman and members of 
which had to compulsorily be Indian nationals. Finally, public sector banks 
could invest their surplus fund in term deposits only with scheduled 
commercial banks in India. 
Within the insurance sector, India allowed foreign insurers to insure 
goods in transit to and fi-om India. Foreign reinsures were also allowed to have 
resident representatives and representative officers to procure reinsurance 
business from Indian companies. However, these representatives and officers 
were not allowed to undertake any other activity in India and their expenses 
were to be entirely met by remittances from abroad. 
Though these commitments signalized some improvement over the 
original commitment made in 1993, they were well short of the existing regime 
in 1997. 
In the current round of talk India offered to further open up this sector 
provided other WTO members make substantive and satisfactory offers in 
sector and modes of supply where India has indicated its interest. Within the 
financial services, India has requested developed countries to liberalized 
restrictions on market access and national treatment for data processing of 
financial service under mode 2. India has also made several country/member 
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specific requests. For e.g. India has requested to allow bank branches to accept 
retail deposits and remove the requirement of approval for setting up of bank 
branches of parent banks where a single shareholder hold 15% or more share. 
India's conditional revised offer for banking services is largely guided 
by RBI's Roadman for presence for foreign bank in India. The roadman has 
divided fiirther liberalization into two phases. During the first phase, between 
March 2005 and March 2009, foreign bank will be permitted to establish 
presence by way of setting up a wholly owned banking subsidiary (WOS) or 
conversion of the existing branches into a WOS. Consistent with the Roadmap, 
India has offered to allow foreign banks to enter through branch operations or 
wholly owned subsidiary of a foreign bank. Given that the number of branches 
permitted each year has been higher than the WTO commitments, India has 
agreed to offer up to twenty licenses per year, both for few new entrants and 
existing bank. The minimum start-up capital requirement for these WOS would 
be Rs 3 billion and they have to maintain a capital adequacy of 10 percent. 
India has also offered to allow WOS of foreign bank to hold surplus funds of 
public sector utilities as term deposits, subject to guideline by RBI. 
India has also agreed to allow foreign banks to invest in private sector 
banks through the FDI route subject to foreign equity ceiling of 49 percent. 
However, the combined foreign equity is capped more liberally 74%. 
The resources allocation requirements will be applicable to the foreign 
banks on a non-discriminatory basis. While public and Indian private sector 
banks have to ensure that 40% of their net bank credit goes to the priority 
sector, the limit is only 32 per cent for foreign banks. Finally, India has offered 
to replace the local Advisory Board requirement with guidelines on the 
composition of the board of directors. 
In the case of insurance both life and non life insurance as well as 
reinsurance and retrocession, India has offered to allow foreign equity up to 
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49%, in the case of auxiliary services like consultancy actuarial and risk 
assessment, foreign equity up to 51 percent has been allowed. Moreover, India 
has offered to impose no national treatment limitations on foreign players in 
life and non-life insurance.^ '^ 
4. Legislative Enactments: Promote Insurance and Pension Schemes 
The need of insurance and pension in India can hardly be exaggerated 
for working class including the both strata, upper as well as lower level class of 
employee. It is well established fact that India is a poor country, and the wage 
of the workers is not only low to permit anything but a below subsistence 
standard. In recent years with increase in many wages, the prices and cost of 
living have also greatly increased and the workers have not gained much. Most 
of the workers remain in debt as before and the greater part of their income is 
spend on food, shelter and clothing and they are hardly able to save anything 
for time of emergency. Sickness, temporary disability, untimely death of an 
earning member of the family are, therefore, the occasion when the workers 
takes loans, and increase almost limitless depression in their already depressed 
standard of living. Hence, the need for some insurance and pension schemes is 
imperative in India, to provide protection against contingencies of life, as the 
workers have no reserves to support themselves, if any calamity occurs.^ ^^  
The need for some sort of insurance and pension provisions which can 
promote insurance and pension schemes was always feel in our country & the 
efforts has always been made at National and International level. During 
British period first time the provisions of insurance and pension made only for 
civil employee by passing the Pension Act 1871. This Act promulgate scheme 
for civil employee. 
In reference of industrial employee the need of pension and insurance 
scheme taking in 1923 when Workmen Compensation Act was passed. The 
Workmen Compensation Act made provision for compensation to the workers 
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in case of employment injury by the employer. This law was not good because 
it cast duty only on the employer, which depends on the financial stability of 
the employers. So the scheme of employment injury compensation not 
followed at broader level, but it definitely start revolution for the beneficial 
schemes of working class. After that the problem of the insurance and pension 
taking attention of governmental agencies and they make the provision for civil 
as well as industrial employee by passing the Insurance Act 1939, which 
introduce voluntarily saving schemes through the financial organization such as 
the insurance companies, bank etc. 
The government also passed the Central Civil Services (extra ordinary) 
Rule 1939 which introduce the scheme for the payment of liberalized exgratia 
in cases of uncertain event. 
The problem of contribution was solving by passing the Employee State 
Insurance Act, 1948, which introduce the insurance scheme by the contribution 
of both employer and employee. 
After that in 1952 a revolutionary legislation "Employee Provident Fund 
& Miscellaneous Provision Act was passed, which introduce, Employee 
Provident Fund Scheme, Employee Pension Scheme, Employee Deposit Link 
Insurance scheme. Under these three schemes the problems of the people solve 
up to some extent. 
After this decade the move always remain towards the progress. The 
Maternity Benefit Act 1961 was passed which provide the maternity benefit 
scheme for women employee. The Payment of Gratuity Act was passed in 1972 
which introduce scheme for the payment of reward at the time of retirement as 
well as in this respect Central Civil (Services) Rules 1972 was passed which 
introduce deceased Families immediate pension scheme. 
This progress in the field of insurance and pension not now come to an 
end. In this decade, after 1990 the government face financial problem so 
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government signed WTOs GATS agreement and through the instrument of 
privatization decide to invest the contribution of insurance schemes in the stock 
market and invite foreign companies to invent money in Indian insurance 
market. But this thing implemented by the government through the passing of 
IRDA-Act 1999. This process is still continue and is on the path of progress. 
After that some foreign companies joint hand with Indian insurance companies; 
now these joint venture providing a huge bundle of insurance schemes for the 
benefits of employee. 
Through the process of Globalization when the government take benefit 
from insurance sector by inviting the foreign companies and investing their 
money in the stock market, India decide to invest on same patter the provident 
fund and pension fund, due to this reason FRDA-Bill move in the parliament 
which is still in pending, in this reference New Pension Scheme 2004 was 
introduce. 
So it is the conclusion of overall discussion that to implement any 
scheme legislative backing is necessary that means legislative enactments 
promote insurance and pension schemes, 
5. Concluding Remark 
The over all descriptive outline of legislative enactment in reference of 
pension and insurance conclude that the legislative backing is necessary to 
move in any field especially in the field of economy because the term economy 
is vary complicated one which include the issues concerning to the welfare of 
people. 
In India the schemes of insurance and pension are not new one it's 
another thing that these schemes are emphasizing and increasing from few 
early decades. But the legislation in the field of insurance and pension are vary 
old, and from the vary beginning these legislations satisfied to the people by 
providing the different types of beneficial schemes for the working class. 
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In India the legislative backing are not enough but this is not a tension 
able thing because the government is doing work in this respect, examples are 
Insurance Laws Amendment Bill, Unorganized Workers Social Security Bill 
which has been recently pass by the government in 2008, Pension Fund 
Regulatory and Developmental Authority Bill which is still in pending but 
definitely will be passed, but there is need of strict and broader implementation 
by which the people of rural as well as urban area can take benefits. 
This present scenario is witnessed that the rural people are not taking 
benefit of these insurance and pension legislations. So there is need of 
awakening among the people as well as need of the proper management and 
regulation of about these statute by which common masses can be benefited. 
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CHAPTER -5 
INSURANCE AND PENSION: SCHEMES FOR EMPLOYEES 
IN THE NEW ECONOMIC REGIME; STATUTORY AND 
GOVERNMENTAL INITIATIVES 
1. Introductory Outline 
The majority of the Indian workers maintain themselves on daily, 
weekly or monthly meager money income. In other words, they depend for 
their livelihood on current wages. For this reason they can not accumulate any 
savings out of their mcome. No sooner, therefore, their ability to work and earn 
is interrupted, reduced or ceased, so they are left without purchasing power and 
their standard of living which adversely affected to the employee. 
The hazards or risks that interrupt, reduce or cease ability of the workers 
to work and earn are inherent in the modem industrial system. These risks are 
mainly sickness, disability, maternity, old age, unemployment and death of a 
bread winner. Such risks adversely affect not only the workers and their 
families but also their employer. The workers from his wages incur the costs 
for his maintenance, medicines, etc. The feeling of insecurity on the part of the 
woricers also affects his productive capacity and thus causes loss to this 
employer. 
As the risks, are inherent in the modem industrial system, so it fall an 
industry to provide protection to the industrial workers against such risks. In 
other words, it is the duty of industry to provide social security to its workers 
against such risks.' 
Against such risks a lot of insurance and pension schemes have been 
propounded by our administration in the name of social security. The main 
objectives of these pension and insurance schemes are to help the employee, to 
make provisions for fiiture after their retirement. The social and economic 
advantages of such schemes are now widely recognized. For the concerned 
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employee the insurance and pension schemes can offer security in old age and 
consequent freedom for financial anxiety. These schemes provide protection 
not only to the employee concerned but to the dependent also. Under these 
schemes the benefits to the employers, however, are not less tangible. A 
properly established pension and insurance schemes will ensure orderly 
retirement of employees, thereby improving promotion prospects, good will 
and efficiency those remaining. A more contented staff is less likely to change 
employment so this form of wastage is reduced.^ 
2. Insurance and Pension Schemes: Emergence 
Independent India, wedded as, this is the goal of economic growth 
coupled with social justice, has made steady progress in social security 
measure. The progress is remarkable in respect of industrial labor, which 
though numerically small, is considered to be the backbone of the nation. The 
constitution of India provides that the state shall, within the limits of its 
economic capacity and development, make effective provision for securing the 
right to work and to education, and for public assistance in the case of 
unemployment, old age, sickness, disablement and other cases of undeserved 
wants.^ 
In the influence of the constitution of India there have been some 
periodic investigations. The first investigation (1957-58) was by the study 
group under the Chairmanship of Shri V.K.R. Menon to find out how the 
various schemes of insurance and pension as well as other benefits could be 
combined in a comprehensive social security system. The main 
recommendations of the group were: "the unification of the ESI and EPF 
schemes under a single organization by converting Provident Fund into a 
statutory pension scheme. The adoption of a single contribution for cash 
benefits in respect of the sickness, maternity and employment injury, old age, 
invalidity and survivorship pension-cum gratuity payments. The group's 
emphasis was on integration rather than extension.'' 
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The second principle investigation (1963-66) was done by a tripartite 
ESI Review Committee under the Chairmanship of Shri C.R. Paltabhi Raman. 
It made 176 recommendations most of which have been since implemented. 
The third major investigating body which was asked to report, inter-alia, 
on the working and reorganization of insurance and pension schemes in India 
was the National Commission on Labor (1969) under the Chairmanship of Dr. 
P.B. Gajendra Gadkar. The commission reviewed the progress in the 
enforcement of ESI Review Committees recommendations. It further made a 
general statement that: "an ideal arrangement will be gradually worked 
towards a comprehensive insurance and pension plan by pooling the entire 
single fund which different agencies can draw upon for disbursing various 
benefits according to the needs ". 
As a step towards the merger of the ESI and EPF schemes, the ESI 
Corporation presented an "operation plan" in 1968-69. A working group was 
set up in 1969 to study all aspects of the proposal of integration including its 
feasibility and its advantages and disadvantages. The report seems to be under 
consideration. 
In 1972, a committee, called the Committee on Perspective Planning 
was set up by Workmen Study Institute. The committee's report submitted in 
the same year has been published. It has made several for-reaching 
recommendations. 
The ESI Amendment Act, 1975, has already incorporated some of the 
suggestion. A high-powered committee is already engaged in an in depth study 
of the various suggestion.^  
This procedure has not how come to an end because with the progress of 
nation the problem of workers are increasing, due to this reason the 
government became vary conscious and taking steps, about the proper 
regulation of insurance and pension security schemes. Recently constituted 
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Old-Age Social and Income Security Committee, Insurance Regulatory and 
Developmental Authority, Bhattacharya Committee, Dev Committee. 
Narasimha Committee vis a vis Pension Fund Regulatory and Development 
Authority give their suggestions regarding schemes of pension and insurance 
which the government are trying to fulfill them. 
3. Insurance and Pension Schemes: Need and Significance 
The insurance and pension schemes are a pre-determined course of 
action which leads direction to activities and programmers, and canalizes them 
towards certain accredited objectives. It has its roots in the past as well as 
future. Therefore the schemes of insurance and pension formulate to determine 
the objectives, its needs and significance. 
So the schemes relating to insurance and pension collectively known 
"Social Security Schemes" playing a vital role in this present scenario. In India, 
the government through various insurance and pension schemes help the 
industrial workers in their contingencies of sickness, disablement, employment 
injury, maternity etc, and the benefit are granted to the workers and there 
families. The need and efficacy of these schemes are as follows.^  
Economic Significance 
As for as the economic significance of pension and insurance schemes is 
concerned, the first consideration for labor welfare schemes is that it should 
promote economic development by strengthening the human factor in 
production. Its significance that it should be develop a more disciplined, 
committed, and productive labor force than that which presently exists.^  
In the final analysis, the prosperity of a country depends not so much 
upon its natural endowment and climate, important as these undoubtedly are, 
as on its human resources, the strength, skill of the people, their preference 
between work and Leisure, motivation for seeking material rewards, and the 
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importance attached to discipline and related values. These are not intangible 
qualities which do not lend themselves to qualification, nor can they be related 
to statistically measurable results. Nevertheless, there is no doubt that in the 
long run it is the human factor that largely amounts for the differential in the 
rates of economic growth among the nations. 
Social Significance 
The term insurance and pension schemes are generally understood to 
include social insurance vis a vis social assistance such as health, education, 
housing, family allowances etc. The two thing are important for the framing 
and enforcing insurance and pension schemes including that is, first one is, the 
capacity to feel the misery of others and the wish to help them by these scheme 
became social and second, a sense of reality by this the assistance became a 
scheme. The significance of pension and insurance scheme may have two 
dimensions that of the line of satisfaction, moving from individual needs to 
those of society at large and that of satisfaction moving from the purely 
biological to the spiritual needs. 
The social significance of insurance and pension scheme has historically 
always dwelt with economically under privileged people, as well as it emerged 
in response to the deficiencies of industrial life. The rational and efficient way 
of thinking associated with industrial way of life and recognition of structural 
defects in industrial society led the development of organized and 
comprehensive attach on the problems of workers, a lot of legislation has been 
enacted to prevent these types of problem. Preventive and curative health 
service, school and loom school, and cultural education system were organized. 
The social security measures were brought in housing programmed which 
undertaken on gigantic scale. Then it has been said that employee welfare 
programmed should serve a well-defined purpose. In India, the purpose means 
welfare measure lead to the realization of DPSP. It is true that progress in the 
field is tardy, if not wholly unsatisfactory; indeed the country by any reckoning 
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has a long way to go. One suspects that this has been due partly to lack of 
resources and partly to the lack of will in order to realize the DPSP in respect 
of Article / 39(e), 41, 42 and 43, it will be necessary for the state to take 
concerned measures in co-operation with employers and unions almost on a 
continuous basis for the next decade. On the other hand, this is no doubt that if 
for any reason, the state fails to take deliberate steps in this direction the 
prospects of realization of Directive Principles would appear to be remote. 
Within the framework of Directive Principles an order of priorities has to be 
laid down, in which the highest priority should be accorded to the health and 
education of children and dependent minors and assurance of benefits in case 
of temporary or permanent disablement. Some of these amenities can be better 
provided through social insurance schemes limited to industrial workers.^  
Political Significance 
The insurance and pension measures provide by the government through 
the various schemes for creating a better understanding between employers and 
employees, for the progress of industrial world. The workers are encouraged in 
various ways due to which they avoid conflicts strikes and lookouts and try to 
have a sound and peaceful atmosphere in their place of work. The government 
is interested in the establishment of the labor unions to make the workers fully 
aware of the time, prevailing situation in the country, from the platform of their 
unions, associations, forums and federations, the workers can raise their voice 
against insecurity and injustice. The political approach of insurance and 
pension schemes is to bring mutual co-operation, peace and harmony in the 
industrial organization. 
Psychological Significance 
Human psychology is an important factor affecting the working as well 
as living conditions of an individual worker, whether it is industrial or 
agricultural, are psychologically affected by the nature of their jobs and 
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earning, the attitude of their employers, protection and facilities available to 
them. The protective measures provided through pension and insurance 
schemes help the workers and gain the mental peace and satisfaction, increase 
the working capacity and the efficiency of the workers which leads to an 
increase in their earning and they are thereby able to raise their living standard 
and in the long run this can lead toward the increase the national income. 
bridging the gap between developing nations and developed nation and in this 
way they contribute to the economic, social, cultural and political advancement 
of their country.* 
4. Insurance and Pension Schemes: in the New Economic Regime 
The new economic regime has raise several questions regarding the 
future of insurance and pension sector regarding employees. What will be the 
shape of insurance and pension sector in the coming decades? Will it undergo 
radical changes or will the changes be only marginal for employees. But the 
future of insurance and pension sector depends on present. It is the necessity of 
time that we make strong and steady to our present "secure today for better 
tomorrow" is the philosophy of our policy maker due to this reasons our policy 
makers have taken some bold step, these steps are some like: 
1 Insurance and Pension Scheme: in the Formal Sector 
The formal sector is a organized class of working people, in which a lot 
of insurance and pension schemes has been introduce by our system which are 
as foUows-
1.1. Insurance and Pension Schemes; in the Statutory Framework 
The statutory schemes of insurance and pension are define as well as 
classified as follows-
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1. Provident Fund cum Retirement Benefit Schemes 
These schemes are the schemes of utmost importance for the working 
class in their present as well as future contingencies. These schemes are as 
follows. 
Employee's Provident Fund scheme 
This scheme has been define under the following heads in vary clear 
manners for the common understanding of the working employees which is 
like as-
General Observation 
The section/5 of Employee Provident Fund & Miscellaneous Provision 
Act 1952 empowers the central government may, by notification in the official 
Gazette frame a scheme to be called Employer's Provident fund scheme for the 
establishment of provident fund under Employee Provident Fund & 
Miscellaneous Provision Act 1952 for the employees and any class of the 
employees and specify the establishment or class of the establishment to which 
the said scheme shall apply and there shall be established, as son as may after 
the framing of scheme, a fund in accordance with the provision of this Act and 
scheme.' 
The scheme so framed may provide for all or any of the matters in 
schedule II of the EPF and MP, Act 1952. The scheme may provide that any of 
its provisions shall have the application prospectively or retrospectively from 
any such date as may be notified.'" With regard to the question whether the 
scheme can have retrospective operation it has been said that there is nothing 
wrong in the scheme itself being made retrospective in its operation but the 
penal provision in the scheme was not intended to be retrospective." 
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This rule of retrospective operation of EPF scheme has been interpreted 
by the court in vary decorated manner in several judicial pronouncement with 
other issues. 
In the case of, The District Exhibitors Assn, Muzaffarnagar & Others 
v/s Union of India & Others^^ where a notification dated 30 April 1986 was 
issued applying E.P.F.S. to cinema theaters from 1-10-1984 which is the date 
of coming into force of the Cine-Workers and Cinema Theatre Workers 
(Regulation of Employment) Act, 1981. Under Para 30 and 32 of EPF scheme, 
the employer is responsible to pay both the employer as well as employee share 
of contribution and he is authorized to deduct the employee's share from the 
wages of the employee for the period in respect of which the contribution is 
payable. 
In view of relevant provisions it was held by the court that the sec/5 (2) 
and of EP Act confers express power of making the EPS scheme applicable 
retrospectively. But by retrospectively applying the scheme, the employer can 
not be asked to pay the employee's contribution for the period antecedent to the 
notification applying the scheme because he has no right to deduct the same 
from the future wages payable to the employee. The payment of employee's 
contribution by the employer with the corresponding right to deduct the same 
from the wage of the employees would be only for the current period during 
which the employer has also to pay his contribution. 
Again in the case of, Swastik Textile Engineers Pvt. Ltd. v/s Urjibhai 
Maujibhai Rathod and Another^^ where the petitioner-company paid to its 
workman back wages in compliance with order of the labor court. Provident 
Fund authority demanded contribution in respect of such wage, holding them to 
constitute basic wage as defined in the EPF Act 1952. 
The High Court was of the view that the back wages when awarded by 
the court, constituted damages compensation. It was not the same as the wage 
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earned for duties performed and period spent on duty; it would not be 
considered as basic wages as envisaged by the EPF Act in respect of which 
payment should be made retrospectively. The petitioner was therefore under no 
obligation to make provident fund contribution in respect of said back wages. 
Once again in, Dalmia Cement Bharat Ltd. v/s Regional Provident 
Fund Commissioner^^ where was a question whether payment of ad hoc lump 
sum under settlement comes within the preview of the term basic wage and PF 
commission can demand for payment of PF dues from this ad hoc payment. 
The court held that the payment of ad hoc lump sum under settlement 
comes within the preview of the term basic wage and will be liable for the 
payment of PF dues because the EPF scheme has retrospective operation. 
Payment of Contribution to the Fund 
The Fund has been raised through the joining contribution of employer 
and employee, the employer's contribution to the fund has been fixed at 8-
1/3% of the basic wages and the deamess allowance (including the cash value 
of any food concession) and retaining allowance payable to such employees to 
whom the scheme applies. The employee's contribution shall be equal to the 
contribution payable by the employer in respect of such employee. In respect of 
factories or establishments notified by the Central Government, the rate of 
contribution of employers and employees may be fixed at 10%. If any 
employee may contribute any sum exceeding 8-1/3% of the basic pay and 
deamess allowance and retaining allowances, if any, subject to the condition 
that the employer shall not be under obligation to pay any contribution over 
and above his contribution payable under this scheme.'^  
The employer became liable to pay contribution under the Act from the 
moment the scheme is applied to the particular establishment, or class of 
establishments, by government notification. As soon as a communication is 
sent to the employer stating that the provisions of the Act and scheme are made 
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applicable to his establishment he became liable not only to remit contributions 
involving his share and the share of each employee to the provident fund but 
also pay administrative charges. Administrative charges can be collected from 
the employer even for the period earlier to the date of communication from the 
date when scheme became applicable to the establishment. 
Where the employer fails to recover contributions from the employees 
and subsequently it is found that the contributions were due, the employer is 
bound to pay the same and it can not be said that the employer can not be made 
liable to pay the share of the employees with retrospective effect. The 
provisions as well as the scheme framed these under last upon the employer an 
obligation to make contributions without any notice from the departmental 
authorities.'^ 
Modes of Payment of Contribution 
Under the Employee Provident Fund Scheme, the contribution in respect 
of employer and employee is to be paid, in the first instance by the employer. It 
has been provided that the employer is responsible for making both the 
contribution of the provisions of the Employee's Provident Fund Scheme 
framed under the Act. The liability is a continuing one and does not come to an 
end, once such payment is made. The employer shall, in turn, deduct the 
member's share from the wage due to him. The employer is not entitled to 
deduct the employer's contribution from the wages of a member or otherwise 
recover it from him.'^Although the employer makes the payment of the share 
of an employee by way of contribution to the ftmd; the employer is empowered 
to reimburse the same by deduction. It is for the employer who has to bear the 
ultimate liability of contribution and this liability remains intact.'* 
The employer after making deductions from the wages payable to an 
employee is required to forward to the commissioner within fifteen days of the 
close of the month, a monthly consolidated statement in the prescribed form 
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showing recoveries made from the wages of each employee and the amount 
contributed by the employer in respect of each employee. 
Payment of Accumulation 
The commissioner or the authorized officer may on an application from 
a member in the prescribed form permit withdrawal of up to 90 percent of the 
amount standing to his credit at any time after attainment of the age of 54 years 
by the member or within one year before his actual retirement on 
superannuation whichever is later. 
A member may withdraw the full amount standing to his credit in the 
fund in the following circumstances: 
1. On retirement from service after attaining the prescribed age years, a 
member who has not attain the prescribed age at the time of termination of his 
service shall be also entitled to withdraw the full amount standing to his credit 
in the fund if he attain the prescribed age years before the payment is 
authorized. 
2. On retirement on account of permanent and total incapacity for work 
due to bodily or mental infirmity duly certified by the medical officer of the 
establishment or where an establishment has no regular medical officer, by a 
registered medical practitioner designated by the establishment as under-
1. Where an establishment has been closed the certificate of any registered 
medical practitioner may be accepted; 
2. Where there is no medical officer in the establishment the 
employer shall designate a registered medical practitioner stationed in 
the vicinity of establishment; or 
3. Where the establishment is covered by the Employee's State Insurance 
Scheme ,Medical Certificate from medical officer of the ESI dispensary with 
276 
which the insurance medical practitioner with whom, the employee is 
registered under the scheme. 
3. Immediately before migration from India for permanent settlement to 
abroad or for taking employment abroad, 
4. on termination of service in the case of mass or individual retrenchment. 
5. On termination of service under a voluntary scheme of retirement 
framed by the employer and the employees under a mutual agreement 
specifying, inter alia, that not withstanding the provisions contained in sub 
clause (a) of clause (00) of section 2 of the Industrial Dispute Act, 1947 
excluding voluntary retirement from the scope of definition of retrenchment 
such voluntary retirement shall for the purpose be treated as retrenchment by 
mutual consent of parties.^" 
Again it is also the responsibility of the commissioner that he prepared 
pension payment order as per the service record of employer on the demand of 
employee, as in the case of, Ram Deo Singh v/s Steel Authority oflndia?^ the 
petitioner, an employee of the respondent Bokaro Steel Plant, could not get his 
pensioners benefits from respondent provident Fund Authority, as the latter 
claimed that his date of birth July 18, 1947 not July 18, 1995 as recoded in the 
service record of employer he could get pension only from July 19, 2005. 
The court held that P.F. commissioner and other authority done act as 
per the service record of the employee 
Administration of Fund 
Central Board 
As per the section 5-A, the fund shall be administered by the Central 
Board of Trustees constituted under this section. Section 5-A empowers the 
central government to constitute a Board of Trustees of the territory to which 
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the act extends by notification in the Official Gazette, with effect from such 
date as may be specified therein. The Central Board shall consist of the 
following persons as members, viz-
1. A chairman and a vice-chairman to be appointed by the central 
government; 
2. The central provident fund commissioner, exofficio; 
3. Not more than five persons appointed by the central government 
amongst its officials; 
4. Not more than fifteen persons representing governments of such states 
as the central government may specify in this behalf appointed by the 
central govt. 
5. Ten persons representing employers of the establishments to which the 
scheme applies, appointed by the central government after consultation 
with such organizations of employers as may be recognized by the 
central government in this behalf; and; 
6. Ten persons representing employees in the establishments to which the 
scheme applies, appointed by the central government offer 
consultation with each organizations of employees as may be 
recognized by the central government in this behalf 
The terms and conditions subject to which a member of the Central 
Board may be appointed and the time, place and procedure of the meetings of 
the Central Board shall be such as may be provided for in the scheme. 
The Central Board shall administrate the fund vested in it, in such 
manner as may be specified in the scheme. It shall also perform such other 
functions as it may be required to perform by or under any provisions of the 
scheme.^ ^ 
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state Board 
The section 5/B provides for constitution of a Board of Trustees for a 
particular state. A State Board shall exercise such powers and perform such 
duty as the central govt, may assign to it from time to time. 
The terms and conditions subject to which a member of a State Board 
may be appointed and the time, place and procedure of the meetings of a State 
Board share be such as may be provided for in the scheme.^ ^ 
Executive Committee 
The section 5-AA provides that the central government may, by 
notification in the Official Gazette, constitute with effect from such dates as 
may be specified therein an Executive Committee to assist the Central Board in 
the performance of its functions. The Executive Committee shall consists of the 
following persons as members, namely-
1. A chairman appointed by the central government from among the 
members of the Central Board; 
2. Two persons appointed by the central government from among the 
officials of the central government; 
3. Three persons appointed by the central government from amongst 
persons representing the central government; 
4. Three persons representing the employers elected by the central board 
from amongst the persons representing establishments; 
1. Three persons representing the employees elected by the Central 
Board from amongst the persons representing organizations of 
employees; 
2. The central provident fund commissioner, ex officio 
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The terms and conditions subject to which a member of the Central 
Board may be appointed or elected to the Executive Committee and the time, 
place and procedure of the meetings of the executive committee shall be such 
as may be provided in the scheme. 
Board of Trustee 
Section/5-C provides for the constitution of Board of Trustee. The 
provident fund and other funds shall be administered by Board of Trustees. The 
term of office of the chairman, vice chairman and every trustee of the Central 
Board shall be five years commencing on and from the date of which their 
appointment is notified in the Official Gazette. A trustee appointed to fill a 
casual vacancy shall hold office for the remaining period of the term of office 
of the trustee in whose place he is appointed and shall continue to hold office 
on the expiry of the term of office until the appointment of his successor as 
notified in the Official Gazette. An outgoing trustee shall be eligible for 
reappointment. 
A trustee of Central Board may resign his office by letter in writing 
address to the central government, and his office shall fall vacant from the date 
on which his resignation is accepted by the central government. If a trustee fails 
to attend three consecutive meetings of the Board without obtaining leave of 
absence from the chairman of the Board he shall cease to be a trustee. The 
central government may however restore him to trusteeship if it is satisfied that 
there were reasonable grounds for the absence. '^ 
Employee's Pension Scheme 
This scheme is a scheme of old age when an employee retired and has no 
means of their support. Here this scheme analyses as foUows-
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General Observation 
The Section 6-A of Employee Provident Fund & Miscellaneous 
Provision Act provides that the Central Government, may by notification in 
the Official Gazette frame a scheme to be called the Employee's Pension 
Scheme for the purpose of providing for-
1. Superarmuation pension, retiring pension or permanent total disablement 
pension to the employees of any establishment or class of establishments 
to which this Act applies. 
2. Widow or widower's pension, children pension or orphan pension 
payable to the beneficiaries. 
The above defined provision clearly defines that the EPS provide benefit to the 
retired employees as well as their dependants, but only after the strictly follow 
the concerned rules. In the case of Sudhakar Pani v/s Astt. P.F. 
Commissioner^ Employee P.F. Organization, Karnataka Regional Office, 
Banglore^^where, the petitioner, a disabled employee, was denied disabled 
employee's pension under the EPS 1995, on the ground that his disablement 
was 90% only, by strict interpretation of the concerned rule. 
The court was of the view that disablement pension should be provide if 
the employee incapacitate for all work which he was capable of doing at the 
time of disablement. Here the respondent should provide pension to employee. 
Again in the case of, Smt. Kamala Bai v/s Secretary, M.P. Electricity 
Board & Others^^ where an application filed by a widow who could not get for 
seven years the benefits under Family Pension Scheme, after her husband died, 
leaving her and five children almost destitute. The reason of non-payment was 
formal option contemplated in Para 4 and 4-A of EPS, which was not taken by 
the deceases. 
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The court held that conclusive determinants of entitlement of Family 
Pension are provided in Para 3, 12 and 28 of the scheme and not elsewhere. 
Absence of formal options contemplated in Para 4 and 4-A does not defeat 
claimant right otherwise acquired. The claimant will be succeeding in their 
action for pension. 
The above noted judgments of the court declared that EPS scheme 
enacted with an avowed object of providing security to the retired person as 
well as their dependents. 
Not withstanding anything contained in section 6, there shall be 
established, as soon as may be after framing of the pension scheme, a pension 
fund into which there shall be paid from time to time, in respect of every 
employee who is a member of the pension scheme-
1. Such sums from the employer's contribution under section 6, not 
exceeding eight and one third percent of the basic wages, deamess 
allowance and retaining allowance. If any, of the concerned employees, 
as may be specified in the pension scheme; 
2. Such sum, as are payable by the employer of exempted establishments 
under sub-section 6 of section 17; 
3. The net assets of the employee's family pension fund as on the date of 
the establishment of the pension fund; 
4. Such sum as the Central Government may, after due appropriation by 
parliament of law in this behalf, specify. 
On the establishment of the pension fund, the family pension scheme 
shall cease to operate and all assets of the ceased scheme shall vest in and shall 
stand transferred to, and all liabilities under the ceased scheme shall be 
enforceable against, the pension fund and the beneficiaries under the ceased 
scheme shall be entitled to draw the benefits, not less than the benefits they 
were entitled under the ceased scheme, from the pension fund. 
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Subject to the provisions of this Act, the pension scheme may provide 
for all or any of the matters specified in schedule III. The pension scheme may 
provide that all or any of its provisions shall take effect either prospectively or 
retrospectively on such date as may be specified in that behalf in that scheme. 
In case of claim of family pension, the determinants of entitlement to 
pension are provided in the scheme and absence of formal option as required 
under the pension scheme can not defeat claimant's right to acquire the pension 
benefit. The acquiescence of the employee in the continued deduction towards 
his contribution would be deemed exercise of his option. 
Payment of Contribution to the Fund 
The contribution paid to the fund by the employer shall be 10 % of the 
basic wages and the deamess allowance and retaining allowance and the 
contribution payable by the employee shall be equal to the employer's 
contribution. However if an employee so desire his contribution shall be an 
amount exuding ten percent of his wages, deamess allowance and retaining 
allowance (if any), subject to the condition that the employer shall not be under 
an obligation to pay any contribution over and above his contribution payment. 
The Central Government is to meet the entire cost of administration of 
the scheme. For this purpose, the Central Government shall pay, in addition to 
the contribution specified such further sums as may be determined under 
section 6-B of the Act in consultation with the commissioner, into the family 
pension fund to meet the expenses such as pay allowances, contingency 
expenditure, gratuities and compassionate allowance, pension and contributions 
to provident fund and other benefit payable or admissible to the staff or officers 
either wholly or partly for the administration of scheme. The Central 
Government shall also meet the proportionate expenses of capital as also 
proportionate of the expenses incurred in connection with the Central Board of 
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Trustees or Regional Committee's work or both as may be properly chargeable 
to the administration of this scheme. 
The contribution payable shall be calculated on the basis of wages, 
deamess allowance, including the cash value of any food concession and 
retaining allowance, if any, actually draw for the preceding month irrespective 
of whether the mode of payment is daily, weekly, fortnightly or monthly.^ ' 
Modes of Payment of Contribution 
The employer shall pay the contribution payable to the Employee's 
Pension Fund in respect of each member of the Employee's Provident Fund 
employed by him directly or by or through a contractor to pay the contributions 
payable to the Employee's Provident Fund by himself in respect of the 
employees directly employed by him and also in respect of the employees 
employed by or through the contractor. 
From and out of fund contributed payable by the employer in each 
month under the Provident Fund Act and the rules, a part of the contribution 
representing 8.33% of the employees pay shall be remitted by the employer to 
the pension fund within 15 days of the close of every month by a separate bank 
draft or cheque on account of the pension fund contribution in such manner as 
may be specified in this behalf by the commissioner. The cost of the remittance 
if any shall be borne by the employer. The Central Government shall also 
contribute at the rate of 1.6 % of the pay of the members of the pension scheme 
and credit the contribution to the provident fund. The contribution payable shall 
be calculated to the nearest rupee, fifty paisa or more to be counted to the next 
higher rupees and fraction of a rupee less than fifty paisa to be ignored. 
Where the pay of the member exceed rupees five thousand per month 
the contribution payable by the employer and the Central Government be 
limited to the amount payable on his pay or rupees five thousand only.^ ^ 
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Payment of Accumulation 
In the case of a new entrant the amount of monthly superannuation 
pension or retiring pension, as the case may be, shall computed in accordance 
with the following factors, namely 
Pensionable salary x Pensionable service 
Monthly member's pension = 
70 
In the case of an employee who is a member of the ceased family 
pension scheme, 1971 and who has not attained the age of 48 years on 
16.11.1995, superannuation, retirement or short service pension shall be equal 
to the aggregate of: 
1. Pension as determined as per above formula for the period of pension 
able service rendered from 16^*^  November, 1995 or Rs. 635 per 
month, whichever is more. 
2. Past service pension benefit, past service benefit payable on 
completion of prescribed 58 years of age on 16.11.1995, subject to a 
minimum of Rs. 800 per month provided the past service is 24 years. 
If the past service is less than 24 years the pension and the benefit 
computed shall be reduced proportionately subject to a minimum of 
Rs. 450 per month. 
3. On completion of the age of 58 years after 16.11.1995, the benefit 
shall be multiplied by the factor corresponding to the period between 
16.11.1995 and the date of the attainment of 58 years to arrive at past 
service pension payment. 
In the case of an employee who was a member of the ceased family pension 
scheme 1971 ,and has attain the age of 48 years, but lees then 53, years on 16 
November, 1995, the superannuation / retirement pension shall be equal to the 
aggregate of-
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1. Pension as determined for the period of service rendered from 16 
November 1995 on Rs.438 per month, whichever is more, 
2. Past service benefit as provided subject to the minimum of Rs.600 per 
month, if the past service is 24 years. If it is less then 24 years the 
pension payable and past service benefits taken together shall be 
proportionately lees subject to the minimum of Rs.325 per month. 
In the case of an employee who was a member of ceased family pension 
scheme, 1971 and who attain the age of 53 years more on 16 November 1995 , 
the superannuation / retirement pension shall be equal to the aggregate of-
1, Pension as determine for the period of service rendered from 16 
November 1995 per month or Rs.335 per month whichever is more; 
2. Past service benefit as provided subject to the minimum of Rs.500 per 
month, if the service is 24 years. If it is less then 24 years pension 
payable and past service benefits shall be proportionately lesser but 
subject to the minimum of Rs.265 per month.^ ^ 
The payment of the pension amount in confirmation with the above rule 
provided by the court in Ram Saran Bharti v/s Food Corporation of 
India?^Va& point involved in this write petition is with regard to fixation of 
pension to the tune of Rs. 417 in favors of the petitioner. According to the 
petitioner, he is entitled to a minimum pension of Rs. 600 per month, not more 
because his past service period was 24 year at 16 November 1995. 
The court ordered the respondent employer for the payment of pension 
to the employee in confirmation of the concerned rule. 
Reduction in the Payment of Accumulation 
It is a basic question, whether the government of India can reduce the 
scale of pension under Employee Pension Scheme 1995. 
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This question has been arisen because of the clarification given by the 
ministry of labor, government of India in letter dated 10.05.1999, stating now 
the paragraph 12(3), 12(4) and 12(5) of the Employee Pension Scheme 1995, in 
respect of employees who has been contributing to Employees Family Pension 
Scheme 1971 and Ceased to became the members of the scheme after 16-11-
1995. The EPF Commissioners throughout the country work out pension as per 
that clarification and the pension as per EPF scheme has been reduced by 
applying the notification. '^ 
To determine the validity of such clarification the following question 
come for consideration which are as follows-
1. What is the rate of pension prescribed under the EP Scheme 1995 
Para 12(2) of the EPF Scheme specifies that the monthly 
Members pension = (pension able salary x pension able service)/70. 
This is the pension payable or the pension able services rendered 
subsequently to 15/11/1995. 
Para 12(3): in the case of an employee who was a member of ceased 
family pension scheme, 1971 and who has not attained the age of 48 years on 
the 16th November, 1995. 
Superannuation/retirement/short service pension shall be equal to the 
aggregate of 
1. Pension as determined under sub-Para (2) for the period pension-able 
service rendered from the 16th November, 1995 or Rs. 635/- per month 
whichever is more: 
2. Past service pension benefit shall be as given below: 
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The past service benefits payable on completion of 58 years of age on, 
16-11-1995. 
Subject to a minimum of Rs. 800/- per month provided the past service 
is 24 years. If the aggregate service of the member is less than 24 years, the 
pension and the benefit compounded as above shall be reduced proportionately 
subject to a minimum of Rs. 450/- per month. 
On completion of the age of 58 years after 16-11-1995, the benefit under 
column (2) of column (3) above, as the case may be shall be multiplied by the 
factor given corresponding to the period between 16.11.1995 and the date of 
attainment of age of 58 to arrive at past service pension payable. 
Para 12(4) in case of an employee who was a member of the ceased 
family pension, 1971 and has attained the age of 48 years but less than 53 years 
on the, 16th November, 1995, the superannuation retirement pension hall is 
equal to the aggregate of: 
1. Pension as determined under sub Para (2) for the period of service 
rendered from the, 16th November, 1995 or Rs. 438/- per month 
whichever is more; 
2. Past service benefits as provided in sub-Para (3) subject to a minimum 
of Rs. 600/- per month, provided the past service is 24 years. The 
pension payable and the past service benefit taken together shall be 
proportionately less subject to the minimum of Rs. 325/- per month.^ ^ 
Para 12(5); in the case of an employee who was a member of the ceased 
family pension scheme, 1971 and who has attained the age of 53 years or more 
on the 16th November, 1995, the superannuation/ retirement pension shall be 
equal to the aggregate of: 
288 
1. Pension as determined under sub Para (2) for the period of service 
rendered from the, 16th November, 1995 per month or Rs. 335/per 
month which ever is more. 
2. Past service benefits provided in sub-Para (3) subject to the minimum of 
Rs. 500/- per month, provided further that if it is less than 24 years the 
pension payable and the past service benefits shall be proportionately 
lesser, but subject to the minimum of Rs. 265/- per month" 
It may be seen that in all the three cases namely Para 12 (3), 12(4), 12(5) 
of EP Scheme. If the past service or pension able service up to 15-11-1995 is 
24 years, a minimum amount is prescribed under clause (b) under each of the 
above sub-paragraphs and payment of such a minimum is not subject to any 
condition, provided the employee has a minimum 24 years of past service. 
Under clause (a) under each of the above sub paragraphs, has minimum 
prescribed pension. Under clauses (a) and (b) the total pension payable shall be 
not less than the minimum prescribed under (a) + the minimum under (b) under 
Para 12(3), 12(4), & 12(5). It is obvious that for getting the minimum past 
service benefit under clause (b) in 12(3), 12(4), 12(5) the only condition is not 
less than 24 years of past service. 
(2) Whether the clarification given in the said letter of the government of 
India reflect the intention manifesto in the provisions of Para 12(3) 12(4) & 
12(5) of the EPF Scheme 1995." 
The clarification given by the government in Para (2) of its letter may be 
seen; according to that, for getting the minimum pension in clause (b) in 
paragraph 12 (3), 12(4) and 12(5), two conditions are to be fulfilled, (i) the 
employee should have 24 years of service and (ii) the aggregate of (a) & (b) in 
paragraphs 12(3), 12(4) and 12(5) should be less than the prescribed minimum 
of Rs. 800/-, Rs. 600/- and 500/- as the case may be. 
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The first condition namely the employee should have 24 years of service 
is very much in the above paragraphs in the scheme. Hence it is valid. But the 
second condition is not at all found in the EP scheme and there is no ward or 
context to suggest such a condition i.e. condition (ii) in the letter. Thus this 
condition is foreign to the provision of the EP scheme. 
(3) Whether the clarification contained in the letter at. 10.05.1999 of the 
government of India reduces the rate of pension provided in the EP scheme. 
The condition that to get the minimum pension under clause (b) in pars 
12(3), 12(4) & 12(5), the aggregate of (a) and (b) should be less than the 
prescribed minimum, evidently reduces the pension payable. 
(4) Whether such clarification is valid with reference to the provision of 
concerned laws and regulations. 
It has been stated that the government of India has given the above 
clarification in their letter dated 10.05.1999 under the provisions in paragraph 
41. Paragraph 41 provides that where any doubt arises with regard to the 
interpretation of this scheme, the central government shall decide the same and 
issue direction for resolving any deficiently in the disbursement of pension or 
in the implementation of this scheme, in both the cases some body should have 
raised doubt with regard to interpretation or would have expressed difficulty. 
As seen from the 'Letter' dated 10.05.1999 of the government of India, no 
doubt or difficulty had been stated. The letter of the Government of India is in 
response to the letter dated 4,5.1999 of the chief Provident Fund 
Commissioner. In that letter that word used is Amendment it is inferable there 
from that what the Chief PFC had suggested to the government, is only to 
amend the EP scheme, so as to while down the minimum guarantees in the 
scheme. The Govt, has not chosen to amend the EP scheme on the lines of the 
clarification given in their letter at. 10.5.1999, as it is wrong with procedural 
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harmless. They had reduced the rate of pension by a capricious order, which 
infringes on law as stated below. 
The government letter at. 10.5.1999 is not in conformity with law. 
1. The minimum prescribed in clause (b) in Para 12(3), 12(4) & 12(5) is 
unconditional. The only requirement to the minimum is that the member 
should have 24 years of service. 
2. According to sec. 6(A) (3) of the EPF Act, the beneficiaries under the 
ceased scheme shall be entitled to draw the benefits, not less that the 
benefits they entitled to under the ceased scheme from the pension fund. 
The classification of pension made by the government of India in its 
letter dated. 10.5.1999 reduced the rate of pension provided not only 
under FPF scheme 1995 but also that provided under the EPF scheme 
1971. 
So it is invalid under the law of Employee Provident Fund .^ * 
Administration of Fund 
The administration of Pension Fund rest in the Central Board in such 
manner as may be prescribed in scheme. The Central Board perform such other 
function as may be required to perform by or under any provision of pension 
scheme account called Employees Pension Fund account shall be opened by 
the Commissioner in such manner as may specified by the Central Board with 
ttie approval of the Central Government. 
The Regional Committee shall advise the Central Board on such matters 
in relation to the administration of the pension scheme as the Central Board 
may refer to it from time to time and in particular, on-
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1. progress of recovery of contributions under the scheme both from 
factories and establishments exempted under section 17 of the Act 
ad other factories and establishments governed under the Act; 
2. expeditions disposal of prosecutions, 
3. Speedy settlement of claims relating to pension and other benefits 
under this scheme. 
A separate account shall be kept called the Employee's Pension 
Administration Account for recording of all the administration expenses of the 
Employee's Pension Fund. 
The account of the pension fund as also the Employees Pension 
Administration Account shall be maintained by the Commissioner in such from 
and in such manner as may be specified by the Central Board with the approval 
of the Central Government. The account of the pension fund including the 
administrative expenses incurred by the Central Government in constellation 
with the Comptroller and Auditor Central of India.^' 
Employees' Deposit Linked Insurance Scheme 
This scheme is a beneficial scheme not only for the employee but 
beneficial for their dependents after his demise. This scheme here define like 
as-
General Observations 
The Employee Provident Fund Amendment Act 1976 was passed under 
which Central Government has within the purview of section b(c) been 
empowered to frame a scheme to be called Employee Deposit linked Insurance 
Scheme for the purpose of providing life insurance benefit to the employees of 
any establishment or class of establishments to which the Act applies. 
There shall be established as soon as may be after the framing of the 
Insurance Scheme, a Deposit linked Insurance Fund into which shall be paid by 
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the employer from time to time in respect of every such employee in relation to 
whom he is the employer, such amount, as per prescribed rules. 
This scheme may provide that any of its provisions shall take effect 
either prospectively or retrospectively or on such date as may be specified in 
this behalf by that scheme. 
Payment of Contribution to the Fund 
The amount not exceeding being more than one percent of the aggregate 
of the basic wages, deamess allowance and retaining allowance (if any) for the 
time being payable in relation to such employee as the Central Government, by 
notification in the Official Gazette, specify, the employer shall pay into the 
Insurance Fund such further sums of money, not exceeding one-fourth of the 
contribution which he is required to make as the Central Government may, 
from time to time determine to meet all the expenses in connection with the 
administration of the Insurance Scheme other than the expenses towards the 
cost of any benefits provided by or under that scheme.'*" 
The contribution payable by the employer and the Central Government 
shall be calculated on the basis of the basic wages, deamess allowance and 
retaining allowance, if any actually drawn during the whole month whether 
paid on daily, weekly, fortnightly or monthly basis. Whether the monthly pay 
of employee exceed five thousand rupees the contribution payable in respect of 
him by the employer and the Central Government shall be limited to the 
amount payable on a monthly pay of five thousand rupees including deamess 
allowances, if any, and cash value of food concession. Each contribution shall 
be calculated to the nearest rupees, 50 paisa or more to be counted as the next 
higher mpee and fraction of a mpee less than 50 paisa to be ignored. 
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Modes of Payment of Contribution to the Fund 
The contribution by the employer shall be remitted together with the 
administrative charge at such rate as the Central Government may fix from 
time to time to the Insurance Fund within fifteen days of the close of every 
month by a separate bank draft or a cheque or by remittance in cash in such 
manner as may be specified in this behalf by the Commissioner. The cost of 
remittance, if any, shall be bom by the employer. It shall be the responsibility 
of the employer to pay the contribution payable by himself in respect of the 
employees employed by or through a contractor. 
The Central Government shall credit its contribution to the insurance 
ftind as soon as possible after the close of every financial year. 
The commissioner shall deposit the bank draft or cheque received from 
the employers in the State Bank of India or any bank specified in schedule I to 
the Banking Companies Act, 1970. 
Payment of Accumulation 
On the death of an employee who is a member of the fund or at a 
provident ftind exempted under the concerned provisions of this Act, the 
persons entitled to receive the provident fimd accumulations of the deceased, 
shall, in addition to such accumulations be paid an amount equal to the average 
balance in account of the deceased in the fund or of a provident fund exempted 
under the provisions of this Act during the preceding 12 months or during the 
period of his memberships, whichever is less, except where the average balance 
exceeds rupees twenty-five thousand, the amount payable shall be rupees 
twenty five thousand plus 25 per cent of the amount in excess of rupees twenty 
five thousand subject to a ceiling of rupees twenty five thousand."" 
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Administration of Fund 
The contributions received from the employers and the Central 
Government shall be credited to a separate account called the Insurance Fund 
Central Administration Account and all expenses in connection with the 
Administration of the scheme other than the cost of benefits provided by or 
under the scheme shall be met out of this account. 
The amount received as the employer's contribution and also the Central 
Government's contribution to the insurance fund shall be credited to an account 
called the Deposit Linked Insurance Fund Account and all expenses towards 
the cost of any benefits provided by or under the scheme shall be met out of 
this account. 
The Deposit Linked Insurance Scheme provides that all moneys 
belonging to or standing to the credit of insurance fund shall be kept in deposit 
with Central Government in the public account. The Central Government shall 
allow interest at a rate not less than 8.5% per annum. 
All interest, rent and other income realized and net profits or losses, if 
any, from the sale of investments not including therein the transaction of the 
insurance fund, central administration account shall be credited or debited, as 
the case may be, to the insurance fund. 
The Insurance fund Central Administration Account shall not except 
with the previous sanction of the Central Board be expending for any purpose 
other than the payment of benefits in accordance with the provisions of this 
scheme. 
The insurance fund shall be operated upon by such officers as may be 
authorized in this behalf by the Central Board. 
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All expenses relating to the administration of this scheme including the 
expenses incurred on regional Committee shall be met from the Insurance Fund 
Central Administration Account. 
The Central Board shall maintain the accounts of its income and 
expenditure including its administrative account and the balance sheet. The 
account shall be prepared for financial year and the book shall be balanced on 
the thirty first years of March each year. 
The account of insurance ftind including the Insurance Fund Central 
Administration Account shall be audited in allowance with the instruction 
issued by the Central Government in consultation with the Comptroller and 
Auditor General of India. The charge on account of audit shall be paid out of 
the Insurance Fund Central Administration Account Budget. 
The Commissioner shall place before the Central Board each year before 
the first fortnight of February a budget showing separately, the probable receipt 
for the contribution and from the levy of administrative charges and the 
expenditure which is proposed to be incurred during the following financial 
year. The budget as approved by the Central Board shall be submitted for 
sanction to the central government within a month of its being placed before 
the Central Board. 
The Commissioner may at any time during the year; make budgetary 
expropriation of fiinds sectioned in the budget by the Central Government 
provided that-
(1) The total amount sanctioned in the budget by the Central Government is 
not exceeded. 
(2) It is made only for meeting such expenses of administration as are to be 
met from the insurance fund Central Administration Account in 
accordance with Para 18 of the scheme; and 
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(3) Every re-appropriation so made shall be reported by him to the Central 
Board at its next meeting. 
The Commissioner shall place before the Central Board a supplementary 
budget for a financial year, giving detailed estimates and reasons of inescapable 
expenditure which is likely to incurred during the year for which no provision 
has been made in the sanctioned budget and which can not be covered under 
the provisions of this scheme. The supplementary budget as approved by the 
Central Board shall be submitted for sanction to the Central Government within 
a month of its being placed before the Central Board. 
Any expenditure incurred by the Commissioner over and above the 
sanctioned budget of the financial year and not covered under the provisions of 
this scheme shall be reported to the Central Board at the earliest practicable 
moment after the excess is established for its consideration and for obtaining 
sanction of the Central Government. 
Penal Administration 
The Central Provident Fund Commissioner, any Additional Central 
Provident Fund Commissioner, and Deputy Provident Fund Commissioner, any 
Regional Provident Fund Commissioner may, by order-
1. In a case where a dispute arises regarding the applicability of these 
schemes under to an establishment, decide such dispute; and 
2. Determine the amount due from any employer under any provision of 
this Act, the other schemes or the Family Pension Scheme as the case 
may be, and for any of the aforesaid purpose may conduct such inquiry 
as he may deem necessary. 
He shall than make an order determining the amount due from any 
employer as aforesaid. Where a demand for contribution to the Provident Fund 
is made but the liability is deputed by the employer, the determination of 
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liability is a condition precedent to any order made under sec/7-A of the Act, 
the officer conducting any inquiry for the above purpose shall have the same 
powers as are vested in a court under Civil Procedure Code. 
For trying a suit in respect of the following matters: 
1. Enforcing the attendance of any person or examining him on oath 
2. Requiring the discovery and production documents; 
3. Receiving evidence on affidavit 
4. Issuing commissions for the examination of witnesses. 
Where the employer, employee or any other person required to attend 
the inquiry and fails to attend such inquiry without assigning any valid reason 
or fails to produce any document or to file any report or return when called 
upon to do so, the officer conducting the inquiry may decide the applicability 
of the Act or determine the amount due from any employer, as the case may be, 
on the basis of the evidence adduced during such inquiry and other documents 
available on record. 
Provided that no such order shall be set aside merely on the ground that 
there has been an" irregularity in the service of the show cause notice if the 
officer is satisfied that the employer had notice of the date of hearing and had 
sufficient time to appear before the officer."*^  Where an order under the 
concerned section is passed against an employer ex parted, he may, within 
three months from the date of communication of such order, and if he satisfies 
the officer that the show cause notice was not duly served or that he was , 
prevented by any sufficient cause from appearing when the inquiry was held, 
the officer shall make an order setting aside his earlier order shall appoint a 
date for proceeding.*^ 
In the case of, Nandinee Travels PvL Ltd. v/s Regional Provident Fund 
Commission, Goa^^ the court laid down a reasonable rule in reference of penal 
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administration of provident fund schemes. In this case the petitioner company 
which was engaged in travel agency business was clubbed together with three 
other companies. The Regional Provident Fund Commissioner demanded 
payment of contribution under the Act. No opportunity was given to the 
employer to represent his case before commissioner. This order was challenged 
by the petitioner. It was held that the test to determine functional integrality 
under sec/7-A of the Act was not mere geographical proximity or financial 
capacity or dependency, but to consider whether one unit would survive in the 
absence of the other and whether in matter of finance the employer had kept 
them distinct or integrated. 
It was observed by the High Court that Section 7-A of the Employee's 
Provident Funds Act, 1952 contemplated a quasi-judicial inquiry with 
opportunity being given to the employer to represent his case. It was held that 
impugned order of the R.P.F. commissioner was not sustainable for not 
applying proper test to determine functional integrality and also for not giving 
proper opportunity in inquiry under sec/ 7-A of the Act as the inquiry was quasi 
judicial in nature. 
Deceased Family Immediate Pension Scheme 
If a government servant, other than a casual or daily-rated employee, 
holding a Gazette or non-Gazette post in a permanent or a post in temporary 
capacity dies while in service (whether on duty or on leave with or without 
leave salary), his family will be eligible for relieve in the shape of an advance 
in accordance with the provisions of this scheme subject to the office 
memorandum issued by the concerned department. 
The relief may be allowed in the form of advance limited to two month's 
Basic Pay and Deamess Pay taken together of the deceased government servant 
or Rs 8,000, whichever is less, provided that the amount so sanctioned does not 
exceed the estimated payments. The sanction of advance should be 
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communicated to the Account Officer by the Head Officer and contain the 
following particulars:-
1. Name and designation of the government servant; 
2. Status of the government servant (whether gazette or non-gazette); 
3. Pay last drawn; 
4. Amount of advance sanctioned; 
5. Name or names of the beneficiaries to whom the payment of advance is 
to be paid; 
The advance paid should be recorded in the register of the Head of 
Account. Under this advance, civil advance, other advance, lump sum advance 
should be providing for immediate financial reliefs to the deceased 
Government Servant's family. 
The advance will be adjustable against the arrears of pay and allowances 
including leave salary, death gratuity, balances in the Contributory Provident 
Fund or General Provident Fund or any other payment due in respect of 
deceased Government Servant and becoming payable to the family. The 
adjustment of advance should be made as soon as possible, but should not be 
delayed beyond the period of six months reckoning from the date of sanction of 
the advance. 
The beneficiaries under this are scheme governed as follows: 
1. In case the deceased Government Servant was governed by the 
provisions of the CCS (Pension) Rules, 1972, or was a subscriber to the 
contributory provident fund, the payment of advance should be made to 
the person or the persons in the same manner as the payment of death 
gratuity or the payment of the balances in the contributory provident 
fund would have been paid. 
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2. In case other than the one governed by CCS (P) Rule 1972 the payment 
of the advance should be made to the person eligible to receive the death 
gratuity becoming payable on the death of the government servant. 
3. A separate undertaking should be taken from each person to whom the 
payment of advance is paid that he or she agrees to the amount of 
advance being recoverable from any amounts payable on the death of 
the Government Servant. 
To enable the Head of the Office to make immediate payment to the 
family of the deceased government servant, the head of office is authorized to 
use, for this purpose, the imprest (money given in loan) or other resources 
available with him. If the imprest or other resources are not sufficient to cover 
the payment, the head of the office should draw the amount from the treasury 
on a simple receipt in a prescribed form. As soon as the payment of advance 
has been made, the head of the office will immediately inform the Account 
Officer and also advise him as to how the advance is to be adjusted against the 
payment becoming payable in respect of the deceased government servant. The 
fact of the payment of the advance should also be indicated in the form. The 
fact of the payment of advance should also be made by the Head of Office in 
the last pay certificate in respect of a non-gazette Government Servant. A copy 
of the letter sanctioning advance to a Gazette government servant may be 
endorsed to the Treasury Officer concerned so that the Treasury Officer may 
make specific mention of the advance in last pay certificate. 
In the case of government servant who dies while on deputation in 
Foreign Service, the advance may be sanctioned by the Parent Department. 
In so far as persons serving in the Indian Audit & Accounts Department 
are concerned, these orders have been issued after consultation with the 
Comptroller and Auditor General of India.''^  
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This scheme is a beneficial instrument in the hand of the employees to 
provide immediate relief to their families after their demises. This scheme cast 
a strict responsibility on the concerned department Head Officer to take 
immediate action to provide immediate protection just after the death of 
employee. 
2. Group Insurance and Pension Schemes 
The Group schemes are those schemes which provide by the statutory 
framework in hidden manner, meaning their by statute permit to the employer 
to provide better benefit scheme in view of schemes expressly provided y the 
statute. These schemes are as follows-
Group Life Cover Scheme 
Group life Cover Scheme is a scheme which does not cast any thing 
extra to an employer considering the charge being paid to the PF authorities 
under the EPF & MP, Act. This Act has a provision for Employee Deposit 
linked Insurance cover for all members of PF administered by Employee 
Provident Fund Organization (EPFO). Every employer who maintains PF with 
EPFO is required to contribute 5% of basic salary every month towards EDLI 
benefits. This remittance is made along with monthly PF deposits. The basic 
salary for this purpose is capped as Rs. 6500 p.m. This means that an employer 
is required to contribute a maximum of Rs. 390 p.a. towards EDLI benefits. 
The life cover benefit by PF Act under EDLI is a sum of Rs. 60,000 in 
the event of death of a member of PF. 
Under the PF Act, there is a provision for exemption fi-om EDLI 
contribution in case employer can demonstrate that they have in place an 
equivalent or a better life cover benefit for their employees. Also, majority of 
employees consent to alternate life cover benefit in lieu of EDLI benefit is 
insisted upon by PF Authorities. An employer, who can demonstrate better 
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benefits and employees consent to same, can then apply for an exemption from 
compliance with EDLI stipulations under PF Act. Documentation in the form 
of alternate life cover scheme, and employees consent is required to be filed 
with application to Regional EPFO authorities. 
Most life insurance companies have a specially tailored life cover 
product and can provide all the guidance to implement this scheme 
The extent of life cover that can be provided under a policy with a life 
insurance company, based on age profile and number of employees in a 
company, with same amount that would have been otherwise paid to EPFO, 
can vary from 2 lakes - 4 lakes. This is for the simple reason that an annual 
contribution of Rs. 390 will provide a life cover of only Rs. 60,000 with PF 
authorities, whereas, a life insurance company can provide cover of anywhere 
from 2 lakes - 4 lakes for same amount. 
Numbers of employers are choosing this product to provide a better life 
cover at same cost. The administrative effort in securing employees consent is 
worth the effort. EPFO do not normally reject the application under this 
provision, and advance intimation and discussion with EPFO authorities could 
help in making sure that proper roll out is carried out of this benefit. 
This schemes depend on the choice of employer and employee, whether 
they want better life cover scheme than the EDLI schemes. Generally EPF Act 
provides relaxation in reference to the exemption from EDLI scheme. In 
reference of such relaxation the employer and employee choice to invest in the 
insurance to amount deposit to EPFO in lieu of EDLI in which life insurance 
corporation can provide a better life cover to the employee than EPFO 
Group Life Insurance Scheme 
It is said that life insurance is never bought. It is always sold. It is quite 
obvious that earning individuals with dependent family members or financial 
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liabilities should have adequate life insurance cover; however, it is very rare 
that people take adequate life insurance cover. One should revisit the level of 
life cover based on life events like marriage, birth of a child, etc, to ensure the 
growing family needs will be met in case of an unfortunate event. 
Employers can demonstrate that they care for their employees by taking 
adequate life cover on their employee's life, for the benefit of dependants. In 
India, often families look towards employer for financial assistance in case of 
death of an employee, and an adequate life insurance benefit could exactly 
meet this need. So the employer take steps by introducing group insurance 
schemes, in which employee nominate and subscribe to their family member 
for the purpose of taken benefit after his/her demise.'*^ 
In the reference of Deceased Family Immediate Pension Scheme the 
court in, Harmesh Singh v/s State of H.P.^^ was of the view, that if a female 
employee does not file nomination but only subscribe to their family as per the 
scheme, as well as, as per the meaning given to the term family, the family 
member of deceased employee can entitled for insurance amount under Group 
insurance scheme. 
The key advantages of an employer provided cover under this scheme 
could be-
1. Employees are often not required to undergo a medical test to determine 
the premium individually. 
2. Premium is quoted based on group data on age, and applies uniformly to 
all employees. The premium quoted on group basis, is often much lower 
than the premium quoted on personal basis even in the age group of 25-
30 years, it is even more beneficial for employees in the higher age 
group. 
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3. The level of cover provided is also higher than what an employee would 
go for an individual basis life insurance companies would often provide 
cover up to certain multiple of annual earning of an employee. 
The employers could provide an optional additional life cover on 
premium participation basis by employees. A life cover of 2-4 times of annual 
earnings is considered as an ideal cover than an employer could provide. Some 
employers may choose to provide uniform cover to all employees at a certain 
level (called as graded cover) e.g. Rs 5 lakhs to entry level employees going up 
as per their grade in the company. 
The scheme is vary necessary for future necessity. In respect of this 
scheme an employee can individually be apply for that very scheme from any 
insurance company but generally the employee does not take this step in 
individual capacity but take in a group through the employer because by taking 
this scheme through the employer they receive higher life cover. So this 
scheme cast the responsibility on the employer to think about the welfare of 
their employee. 
Group Gratuity Scheme 
Group gratuity scheme is more an employer convenience scheme than 
employees. A gratuity trust formed to invest the fund made for gratuity, which 
can ensure that the employer's future liability for gratuity is funded. It removes 
uncertainty in cash flows of employer, and also ensures employees future 
rights. The amount contributed to a trust is tax deductible, as against, just a 
provision in accounts. Brief highlights of some aspects of the scheme are 
outlined here under-
1. Appropriate valuation of gratuity liability is a starting point for adequate 
funding. It is important that the assumptions for gratuity valuation are 
discussed with the actuaries carrying out the valuation. Some of the key 
assumptions are employee attribution rate, annual salary revision rate, 
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and investment return on investments. Employee attrition and salary 
revision rate are some assumptions on which actuaries should look at 
company's historical data, and also discuss about future expectations, of 
the employer, Actuaries are interested in real long run expectations, as 
against next few year's expectation only, e.g. traditionally in 
manufacturing industry an attrition rate of employees at 4% p.a. and 
salary revision rate of 4-6% is considered appropriate, however, whether 
such rates would be good for some new economy sectors like software 
etc. is doubtful, and possibly higher % assumptions in this regard would 
be more appropriate. An inappropriate assumption could mean both 
inadequate provision for gratuity liability in account and hence 
inadequate funding to the trust. 
2. Historically companies in India have invested their gratuity funds with 
Lie in conventional fund management schemes, and LIC has delivering 
returns in the range of 9-12% p.a. depending on their fund management 
performance each year. In the last couple of years, the private life 
insurance companies have been promoting unit linked (UL) investment 
schemes for gratuity funds, under which depending on the financial 
markets performance, the returns could be either higher or lower. The 
trustees could also choose the mix of debt/ equity and change same 
from, time to time, depending on their expectations of market 
performance. The advantage of UL product could be that if the returns 
from investment are better than investment returns assumed in gratuity 
liability valuation, then future contributions required could be lower. On 
the other side, the conventional investment scheme could provide a 
minimal guaranteed return, and thus ensuring that corpus once set apart 
for gratuity funding is never depleted. In today's matured financial 
markets, UL looks like the way to go, and LIC has also now introduced 
UL investment option for Gratuity Schemes. If one life company does 
not deliver good performance over a time, one could also switch the 
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investments to a different life company. If in house investment skill are 
available, large organizations could manage investments on their on too. 
3. If funds are invested with a life insurance company, under a gratuity 
policy, employers could provide for gratuity benefits on future service 
also, as gratuity payable on death of an employee. The liability under the 
Gratuity Act is for past service only, however, keeping the additional 
provision in gratuity policy could provide additional benefit to 
employees, and par takes the nature of a life cover. 
The Group Gratuity Scheme is beneficial tool to earn much and much on the 
name of gratuity. Under this scheme there is responsibility of the employee to 
choice better investment option through the plan of either LIC or other private 
company, the purpose must be one, much and much profit. 
Group Mediclaim (Hospitalization) Scheme 
Group Hospitalization scheme is to take care of hospitalization needs of 
an employee and his dependants. The premiums of such schemes have gone up 
significantly in the last two years due to losses being incurred by insurance 
companies on this scheme. This is perhaps the most valuable of the perks an 
employer could offer. Some of the valuable innovations in the hospitalization 
scheme are features like-
1. Cash less admission, wherein insured employee and their family 
members can be admitted to any hospital in the network of the insurance 
company without need to pay the cost of treatment, and the bills are sent 
to insurance company for settlement. A card is issued to all members 
insured, and hospital would admit on the basis of the card issued by 
insurance companies. The entire administration is often done by 
specialized intermediaries called the Third Party Administrators (TPA) 
appointed by the insurance companies. 
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2, Floater covers, wherein the employee and his family member are 
collectively covered for a sum assured. The amount of cover available 
could be used for need of any family member instead of individually 
allocating the sum assured. 
3. Pre-existing diseases cover: Normally individual insurance policies do 
not cover pre-existing diseases. However, group schemes are often 
issued with waiver of this condition whereby hospitalization required for 
even known medical conditions of a patient at the time of admission to 
policy are covered for treatment. 
Some of these innovations have also led to increase in claims cost and 
hence the premiums. Hospitals are often accused of carrying out unwanted tests 
or prolonging treatment to inflate the cost, while patient also do not realize 
since they have cashless admission. Pre-existing diseases cover is valuable 
particularly for elderly parents; however, it does lead to overall increase in 
claims level for a group policy, and hence higher premiums in subsequent 
years. 
The companies are taking various measures to restrict the overall cost 
like-
1. Restricting the number of family members that can be enrolled. Some 
employee, his/her spouse and up to two children and do not extend cover 
to parents. The latest innovation is not giving cover to parents under the 
age of 60, since they may be earning members and not really dependant 
on employees. Some employers are capping the amount that can be used 
by parents in the overall floater cover, e.g. If the floater cover is Rs. 2 
lakes, the cover available for parents could be limited to Rs. 1 lake. 
2. Requiring employees to co-pay part of the cost of hospitalization. This 
ensures fmancial participation by employee and hence more 
consciousness in controlling over all cost of treatment. Some schemes, 
have deductibles like Rs. 5,000, wherein the employee has to himself 
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bear the cost of hospitalization up to this amount or this much amount 
will not be paid by insurance if cost exceeds this amount. 
3. Requiring employees to use only network hospitals. There are hospitals 
which are in the panel of insurance company might have negotiated 
corporate terms. 
4. Requiring employees to take prior authorization for treatment, say 24 to 
28 hours before actual admission for an identified treatment. Prior 
authorization ensures that insurance company can have an opportunity to 
ensure that only treatment which is required for the patient is proposed 
to be provided. Prior authorization will of course be not possible for 
emergency admissions. 
5. Restricting the amount that can be spent on certain diseases. E.g. 
limiting the amount for a contract operation to Rs. 15,000. Insurance 
companies have now identified many treatments which can be done as a 
day care procedure without need for admission or over night stay .49 
Restricting diseases as per exclusion or inclusion disease which 
facilitates the employer as well as their family member that they apply for such 
disease by which they are affected.'*' 
The above principle has been liberally interpreted by the court in 
Talvinder Chawdhary v/s Union of India and Others. °^ In this case a 
mediclaim insurance policy was taken by the petitioner in the year 1997 which 
was renewed from year to year till 2002. The last renewal of the policy expired 
on Dec. 28, 20002. Deposit reminders the Development Officer failed to collect 
the premium amount and therefore the policy could not be renewed. On the 
petitioner personally visiting the office of the insurance company, the policy 
was issued with a clause excluding cordial disease and related diseases, on the 
basis that in the year 1998, the petitioner suffered a similar problem when 
payments had to be mad under the policy. The petitioner called upon the 
insurance company to remove the said condition by his latter dated Feb 21, 
2003 and also informed if of the fact that Development Officer had not 
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collected the premium as usual and that was the main reason for the delay. As 
he not renewed the policy in time, a fresh proposal was taken, followed by an 
examination from a panel doctor and the exclusion clause was inserted in the 
policy. On this writ petition: 
Held, allowing the petition, that there was a practice of insured persons 
being reminded by Development Officers and premiums being collected by 
them. The existence of such an officer was not denied by the insurance 
company. Despite reminders, the Development Officer failed to collect 
premiums as usual. The policy of the petitioner expired on December 28, 2002 
and the petitioner approached the insurance company on Feb. 21, 2003. There 
was a delay of less than two months and the petitioners never sought for 
insurance coverage for the period of lapse. The insurance company included 
the exclusion clause in respect of "cordial arrest disease" in the policy issued. 
The delay of two month can not deprived the petitioner from benefit. 
6. Restricting room type that can be availed for treatment. Private hospitals 
offer variety of rooms like semi-private, private, deluxe, etc for 
admission. Apart from the cost of room, the cost of rest of the treatment 
also varies depending on the room type. For e.g. the cost of a heart by 
pass surgery coiild be Rs. 1.5 Lake with admission in a semi private 
room, whereas the same operation could cost Rs. 2.5 Lake with 
admission in a deluxe room.^ ' 
The management of medicalim scheme is concern there are some 
responsibilities on the part of the both insurance company as well as policy 
holder, which are as follow 
1. The policy holders should follow all the terms and conditions of the 
scheme and insurance company guided them. 
2. The policy holders deposit the amount from time and company 
reminds and properly collects it. 
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3. If delay taken by policy holders the company remind to the policy 
holder in reference of the renewal of policy. 
4. The policy holder loaded only prescribed risk on the insurance 
company. 
The condition of loading risk has been specifically prescribed by the 
court in, Ashok Kumar Dhingra and Others v/s Oriental Insurance Company. 
^^ In the instant case, the question before the court was, of the renewal of the 
med claim policy subject to the condition of loaded risk. The insurance 
company imposes two conditions in this respect. That the renewal of med 
claim policy subject to the premium being loaded by 200% and the imposition 
of the first loss clause to the extent of Rs. 20,000/ and the imposition of these 
conditions is based on the past claim history and the adverse loss ratio which 
the insurance company was facing in respect of the insured in the past few 
year. The insurance company is also required in the past few years. The 
insurance company is also required to maintain a solvency margin inter alias 
based on the concept of incurred claims with reference to the average of the net 
increased claim during the specified period not exceeding three financial year. 
The court observe that the insurance company in imposing the condition 
of loading the premium by 200% and introducing the first loss to the extent of 
R5. 20,000 was neither unreasonable nor arbitrary. 
Group Personal Accident Scheme 
Accident could happen in the course of employment or otherwise. A 
Group Personal Accident Scheme can provide an employer ability to meet 
statutory responsibilities that an employer may have in case of an accident in 
the course of the employment. This scheme provides financial compensation in 
cases of hardships caused due to an accident. The fund value of cover is paid in 
case of death due to an accident. The cover provide for compensation in case of 
loss of limb, eye sight or hearing capacity, permanent and temporary 
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incapacitation. The % of sum assured paid varies for partial disablement, and 
full sum assured is paid on total disablement. In case of total temporary 
disablement, wherein an employee is unable to come to work and hence, could 
be on loss of pay, the insurance policy pays a compensation for every week of 
disablement, e.g. it could be 1% of sum assured for every week of disablement, 
capped at 100 weeks. This compensatory accidental benefit scheme provides 
benefit to employee for increasing his own strength for the better production. 
Group Superannuation (Pension) Scheme 
The Group Pension Scheme is for accumulating funds for pension 
benefits for employees. Life insurance companies offer this product, under 
Income Tax Act, in which up to 27% of employees basic salary contributed 
towards provident fund and superannuation benefits is exempt from personal 
taxation in the hand of the employees. Since, PF is normally 12% of basic 
salary; another 15% could be contributed towards superannuation scheme. 
However, in the recent year fringe benefit tax is attracted for contribution 
beyond Rs. 1 lake per annum towards an individual employee. Nevertheless, 
from an employee's immediate tax firee perquisite and future pension benefits 
perspective, contribution towards superannuation by employer can be a 
significant benefit that can be extended to employees. 
This benefit is often extended to more senior level employees, and can 
be introduced as an optional benefit also, wherein, employees can chose 
whether they would like to receive the equivalent compensation now, or would 
like to have deferred benefit in the form of pension, by contribution of an 
amount towards superannuation. Similar to Gratuity a Superannuation Trust 
would be required to be formed, and approved by tax authorities for the 
contribution being deductible for employer. The investment of funds can be 
either managed by the Trust or managed by life insurance companies. 
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The key benefit of this scheme are savings for future of employees in 
addition to PF contributions, and secondly the amount being not taxable subject 
to limit of 15% of basic salary." 
This scheme is an old age security which provides better life to the 
employee after their retirement as well as their dependent after their demises. 
Group Schemes offer an immense opportunity to employers to provide 
significant benefit to their employees and family members for their various 
insurance needs. The cost/premium is also often lower with added benefits of 
waivers. The premium incurred is not considered as a perquisite in the hands of 
employees and hence not taxable to the employees. However, the introduction 
of fHnge benefit tax since 2005 has been some dampener and leading to some 
employers reducing their expenditure on group schemes. The cost of 
hospitalization scheme has seen significant increase due to growing cost of 
healthcare and life style habits of employees. Employers need to step up their 
engagement in better health for employees, for both promoting employee's 
health care and managing health care costs. Employers who pay EDLI charges 
along with PF deposits, have an opportunity to offer better life cover to their 
employees by opting for life cover with insurance companies, and must make 
use of same in the long run, employers who provide better insurance benefits 
will have more employee loyalty, and will score on this basis with prospective 
employees too internationally, the better employers are distinguish by the 
amount and nature of insurance benefits offered by employers, and the same is 
being seen in India also. 
1.2 Insurance and Pension Schemes; in the Government Regulations 
The government is a body which makes schemes for the welfare of the 
employees on which the security of employee will depend. These schemes are 
as follows-
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1. Central Government Regulated Schemes 
The schemes introduced by the central government have much both for 
central and state government employees, these schemes are as follows-
Liberalized Ex-gratia lump Sum Compensation Scheme 
Liberalized scheme for payment of ex-gratia lump sum compensation to 
the families of Central Government Civilian Employee who die in harness is a 
very beneficiate scheme. 
Under this scheme Central Government civilian employees paid from 
civil estimates, other than those to whom the Workmen's Compensation Act 
applies, who sustain injuries or contract diseases or die or are disabled or 
incapacitated on account of causes which are accepted as attributable to or 
aggravated by government service are eligible for certain special benefits under 
the Central Civil Services (Extraordinary Pension Rules). The benefits 
available under these rules have been amended and liberalized from time to 
time. Separate orders have also been issued by government, to provide for the 
grant of Liberalized Pensioners Awards in case of death or disability arising in 
certain special circumstances, such as, (i) attack by or during action against 
extremists, anti-social elements, etc., and (ii) enemy action in international war 
or border skirmishes.''* 
The question for the liberalization and nationalization of the existing 
schemes, and the recommended guidelines has been engaging the attention of 
government from some time, particularly in the context of the increase in 
militancy and extremist activities in different parts of the country. The fifth 
Central Pay Commission having been appointed in the mean time, the 
Commission had been requested to examine the existing benefits available in 
terms of various schemes and guidelines, and to recommend in case of death in 
various circumstances in any part of the country, which could replace all 
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isolated decisions that might have been taken in the past by the government or 
by various individual ministers for different disturbed regions in the country. 
In suppression of all earlier orders issued by Government as well as by 
Individual Ministries and Departments in so far as these relate to the payment 
of ex gratia lump sum compensation in certain specified circumstances, the 
President is pleased to decide that families of Central Government Civilian 
Employees, who die in harness in the performance of their bonafide official 
duties under various circumstances, shall be paid the following ex gratia lump 
sum compensation. 
1. Death occurring due to accidents in the course of performance of duties-
Rs. 10 lakes 
2. Death occurring in the course of performance of duties attributable to 
acts of violence by terrorists, anti-social elements etc - Rs. 10 lake. 
3. Death occurring during enemy action in international war or border 
skirmishes and action against militants, terrorists, extremists, etc. Rs. 15 
Lake. 
4. Death occurring during enemy action in international war or war like 
engagements specifically notified Rs. 20 lake 
The graded structure of ex-gratia lump sum compensation takes into account 
the hardships and risks involved in certain assignments, the intensity and 
magnitude of the tragedy and deprivation that the families of government 
servants experience on the demise of the bread winner in different 
circumstances. The compensation is intended to provide an additional 
insurance and security to employees, who are required to functions under trying 
circumstances and are exposed to different kinds of risks in the performance of 
their duties.'^ 
The conditions governing the payment of ex-gratia lump sum 
compensation and guidelines to be observed are as follows-
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1. The main condition to be satisfied for the payment of the ex-gratia lump 
sum compensation in the specified circumstances is that, the death of the 
employee concerned should have occurred in the actual performance of 
bonafide official duties, in other words, a causal connection should be 
established between the occurrence of death and Government service. 
2. The power having been delegated to the Administrative Ministries to 
sanction ex-gratia payments. It shall be their responsibility as well as 
that of the financial advisers to satisfy themselves that, the death of the 
government servant to be compensated by the payment of the lump sum 
ex-gratia to the family, in fact occurred in the actual performance of 
bonafide official duties and to establish its connection and nexus with 
Government Service. This could be done on the basis of medical and 
other documents relating to the case. 
3. Even, if a government servant had died in such circumstances that a 
medical report could not be secured, the nexus and causal connection 
with government service would need to be adequately established in 
determining the entitlement to the ex-gratia lump sum payment. In 
deciding this issue, all evidence (both direct and circumstances) shall be 
taken into account and the benefit of reasonable doubt will be extended 
more liberally in filled service cases, as provided in the guidelines for 
conceding attributability of a disablement or death to government 
servant forming part of the Central Civil Services (Extraordinary 
Pension) Rules. 
4. In cases of accidents of commercial aircraft resulting in the death of 
passengers, compensation is payable to next of kin by the national or 
private airline concerned in terms of international conventions. The ex-
gratia lump sum compensation in terms of these orders will, therefore 
not be admissible in addition in the event of death due to accidents while 
traveling on duty by commercial aircraft. The payment of ex-gratia in 
these cases will be without prejudices to the bond required to be 
executed by the civilian government employees indemnifying the 
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government against any claims on account of death while traveling by 
service aircraft. 
5. Railways also pay compensation to the next kin of passengers killed in 
train accidents. Therefore, the ex gratia compensation admissible. 
6. Ex-gratia compensation will be admissible to police personnel killed 
while employed in aid of the Civil Administration in quelling agitations, 
protest demonstration, riots, etc. regardless of whether such agitation, 
demonstrations, etc., are resorted to by a members of the public, political 
parities, etc, or by other public servants, including police personnel in 
addition, in the context of a perceptible increase in violence - related 
incidents over the year. Central Government Civilian employees on duty 
could become unwritten victim of bomb blast in public places or 
vehicles, indiscriminate shooting incidents in public, etc. often resorted 
by terrorists, anti-social elements, etc. The compensation therefore is 
admissible in case of death in such incidents, provided the employees 
concerned were actually on duty at the relevant time. 
7. Cases of death resulting from acts of violence or assault by terrorists, 
anti-social elements, etc. against a government servant with the 
intension of deterring of preventing him from performing his duties, or 
because of any act done or attempted to be done by such government 
servant in the lawful discharge of his duties; or because of his official 
position will also be relevant for the payment of ex gratia. 
8. Ex-gratia compensation will generally be restricted only to those cases 
where the death of the employees is directly caused by actual filled 
operations. In addition, families of central government civilian 
employees killed after being kidnapped by militants, terrorists, 
extremists, etc, because of their official position or with a view to 
spreading terror will also be entitled to the compensation under this 
clause. 
9. The ex-gratia compensation in the circumstances specified in this 
scheme shall be admissible under Central Civil Services (Extraordinary 
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Pension) Rules or the Liberalized Pensioner Award Scheme, as the case 
may be. This will also be mutually exclusive of such other benefits as 
may be admissible under the Central Government Employee's Group 
Insurance Scheme, General/Contributory Provident Fund, etc. and will 
be payable in addition to such benefit. 
10. In determining the admissibility of the ex-gratia compensation payable 
from central government funds, ex-gratia payments, if any, made to 
families of the deceased government servants from state funds by the 
state government concerned shall not be taken into account and shall be 
excluded. 
11. In certain cases, relief is also provided to families of deceased 
government servants from sundry Government sources such as the 
Prime Minister's Relief fund, etc. in such cases it should be ensured that 
the aggregate of the relief / ex-gratia compensation paid from different 
sources does not exceed Rs. 10 lake in each individual case. 
12. In view of the fact that the ex-gratia compensation in terms of this 
scheme is payable to the families of the deceased government servants, 
default or contributory negligence, if any, on the part of the government 
servant concerned shall not be taken into account in sanctioning the 
compensation. 
13. Any related issue not specifically covered in these orders, shall be 
decided in terms of the relevant provisions in this regard contained in 
the Central Civil Services (Extraordinary Pension) Rules as amended 
from time to time and the instructions issued there under. 
''^  Where any doubt arises as to the interpretation of the provisions of their 
schemes. It shall be referred to the Deptt. of Pension & Pensioners' 
Welfare for decision.'^  
This is a very beneficial scheme for the civil employees. This scheme 
provides benefit in addition to the pension of the employee those who die and 
disable in harness. This scheme is a kind of relaxation for the families as well 
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as employee those who die and became disable in hamesser any other was like 
situation. 
Liberalized Scheme for Pensioners Award 
This scheme will be applicable to the government servant in the 
following circumstances-
1. Death or disability attributable to acts of violence by terrorists, anti-
social elements, etc, whether in their performance of duties or otherwise. 
Apart from the cases of death or injury sustained by personnel of the 
central police organizations while employed in aid of the civil 
administration in quelling agitation, riots or revolt by demonstrators, 
other public servant including police pensioner, etc, died or injured by 
bomb blasts in public places or transport, indiscriminate shooting 
incidents, in public, etc., would be covered under this category. 
2. Death or disability arising as a result of (a) attack by or during action 
against extremists, anti-social elements, etc. and (b) enemy action in 
international war or border skirmishes and warlike situations, including 
cases which are attributable to (i) extremists acts, exploding mines, etc. 
while on way to an operational area, (ii) kidnapping by extremists; and 
(iii) battle inoculation as part of training exercise with live ammunition. 
The benefits under these orders will be restricted only to those cases 
where the death/disability is directly caused by actual operations.^ ^ 
The benefit to the family in the event of the death of government servant 
within the purview of this scheme is as follows -
1. If the government servant is survived by the widow, she will be entitled 
to family pension equal to the pay last drawn by the deceased 
government servant. The said family pension shall be admissible to her 
for life or until her remarriage. 
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2. In the event of remarriage of the widow, family pension will be allowed 
at the rates of family p<msion and subject to the conditions laid down for 
family pension and subject to the conditions laid down for family 
pension under CCS (Pension) Rules, 1972 from the date following the 
date of her remarriage. 
3. If the government servant is not survived by widow but is survived by 
child/children only, all children together shall be eligible for family 
pension at the rate of 60% of basic pay, subject to a minimum of Rs. 
2,500. The children allowance as admissible now shall stand abolished. 
4. Where the government servant dies as a bachelor or as a widower 
without children, dependant pension will be admissible to parents 
without reference to the pecuniary circumstances at 75% of the pay last 
drawn by the deceased government servant for both parents and 60% of 
the pay last drawn by the deceased government servant for a single 
parent. On the death of one parent dependant, pension at the letter rate 
will be admissible to the surviving parent. 
5. Where family pension or dependant pension is allowed in terms of these 
orders, no other family pension or dependant pension will be admissible 
under any other orders or rules in consideration of death of the same 
deceased government servant 
The benefit to the government servant in the event of his being invalided out of 
service on account of injury is as follows-
1. Disability Pension; First Mode 
1. Disability pension comprising a service element equal to the retiring 
pension and gratuity to which the employee would have been entitled to on the 
basis of his pay on the date of invalidation but counting service up to the date 
on which he would have retired in the normal course and disability element 
equal in amount to normal course and disability element equal in amount to 
normal family pension subject to the condition that the aggregate of the service 
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and disability element shall not be less than 80% of the pay cost drawn, for 
100% disability. 
2. For lower percentage of disability, the disability element shall be 
proportionately lower. 
2. Disability Pension; Second Mode-
1. Disability pension, comprising a service element equal to the retiring 
pension and gratuity to which the employee would have been entitled to on the 
basis of his pay on the date of invalidation but counting service up to the date 
on which he would have retired in normal course and disability element equal 
in amount to the pay last drawn subject to the condition that the aggregate of 
the service and disability elements shall not exceed the pay last drawn, for 
100% disability. 
2. For lower percentage of disability element shall be proportionately 
lower. 
1. The extent of disability or functional incapacity shall be determined in 
the following manner for purpose of computing the disability element forming 
part of benefit-
% of disability assess by board % reckoned for computation 
Less than 50% 50% 
Between 50% «& 75% 75% 
Between 76% & 100% 100% 
2. The findings of the Medical Board on the extent of disability would be 
treated as final and binding unless the employee himself seeks a review by 
preferring an appeal to an authority immediately superior to the one who had 
constituted the Board. In these cases the appeal is accepted than a review of 
medical board will be binding on all parties. The extent of disability as 
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determined and accepted would be treated as final and the employee would not 
be required to appear before Medical Board periodically for the purpose of 
obtaining a certificate that on all partiers. 
3. If disability pension allowed when such circumstances, no other pension 
will be admissible.'* 
This scheme is a kind living a safer life for the employees after their 
disablement as well as for their dependent after the demise of employee. 
Central Government Employee Group Insurance Scheme 
1. This scheme, which is compulsory to all the central government 
employees provides at a low cost and on contributory and self 
financing basis, the twin benefit of an insurance cover to help their 
families in the event of death in service and a lump sum payment to 
augment their resources on retirement. 
2. A portion of subscription is credited to the insurance fiind and the 
other portion to the surviving fund which earns interest at prescribed 
rate compounded quarterly. The apportionment is at 30% to 
insurance fund and 70% to saving fimd with effect from 1.1.88 at the 
assumed mortality rate of 3.60 per thousand per annum. 
3. Employees are enrolled as member from 1*' January every year. If an 
employee enters service on or after 2"** January in any year, he is 
enrolled as a member only from P' January of next year. 
The Group to which an employee belongs will be determined with 
reference to the post held by him on a regular basis on the 1st January. 
4. On regular promotion of a member to a higher group after the 1st 
January in any year, his subscription will be raised only from the 1st 
January of the next year. 
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5. Recovery of subscription for a month will be affected from the pay 
for that month i.e. from January. The subscription is payable till the 
end of service including the month in which an employee retires, 
dies, resign or is removed from service. If an employee dies during a 
month before recovery of subscription for that month, his dues will 
be paid after deducing the subscription. 
6. Arrears of subscriptions of an employee who was on extraordinary 
leave for any period will be recovered with interest due under the 
scheme from his salary for the month in which he resumes his duty 
in not more than three installments. If an employee dies while on 
extraordinary leave, the arrears of subscription due from him will be 
recovered with interest from the amount payable under the scheme. 
7. Benefit payable under this scheme are likely as-
1. Retirement, resignation benefit: The employee will be paid-
1. Lump sum due to him out of the saving Fund for the entire period of 
membership in the lowest group; and 
2. Amounts due to him for the additional units by which subscription was 
raised due to promotion - for the period from which the rate was raised, 
to the date of cessation of membership. 
2. Death while in service benefit- The nominee/heir will be paid 
1. The amount of appropriate insurance cover to which the employee was 
entitled at the time of death, and lump sum and amounts as in the case 
of above, for period till the date of death if he had been a member or 
2. Only the insurance cover, if death takes place before becoming a 
member. 
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8. When there is a valid nomination to the nominees, in the manner 
indicated in the nomination, the benefit will be paid to the nominee. 
1. In the absence of valid nomination under the scheme, nomination made 
under GPF/CPF rules, may be accepted for this purpose, and benefit 
played as per this nomination 
2. When there is no such nomination, the amount will be paid in equal 
shares to the widow/widows, minor sons and unmarried daughter 
without insisting on production of a succession certificate. 
9. If a person who, in the event of death of a Government servant while in 
service, is eligible to receive the insurance amounts, is charged with the 
offence of murdering the government servant or for abetting in the 
commission of such an offence, his/her claim to receive insurance 
amount will be suspended till the conclusion of the criminal proceedings 
instituted against him/her. On the conclusion of the criminal 
proceedings, the person, if convicted, will be debarred from receiving 
the share of insurance amounts, which will be paid in equal shares to 
other eligible persons. If acquitted, his/her share will be paid without 
any interest. 
10. In case an employee's where about are not known despite efforts by 
police on due complaint to than, the accumulation from the saving fund 
will be payable to the nominees or heirs after one year following the 
month of disappearance of the employee, the insurance amount will be 
after elapse of seven years following the month of disappearance, on 
production of a proper and indisputable proof of death or a decree of 
court presuming the employee to dead as per section 108 of Indian 
Evidence Act. Full subscription for one year following the month of 
disappearance and at the reduced rate of insurance premium alone for 
the next six years, together with interest shall be recovered from the 
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heirs/nominees of the missing employees, when the dues become 
payable. 
11. The scheme is in the nature of contract between an employee and the 
Government. No recovery from the amount payable under the scheme 
can be made excepting the dues under the scheme or as specifically 
authorized by the employee. It is legally not permissible to adjust 
Government dues against the payment deal to the employee or his 
nominee under the scheme. 
12 Financing from GPF/CPF is permissible only in exceptional 
circumstances when the financial position of an employee does not 
permit him to contribute both to GPF/CPF and group insurance scheme. 
He may be permitted a non-refundable withdrawal from GPF/CPF 
account of an amount equivalent to one year's subscription paid towards 
the scheme. 
13. Income tax rebate is admissible for the amount of subscriptions paid 
under the scheme as in the case of GPF/CPF contributions, life 
insurance premium, etc. except to the extent of the amount withdrawal 
from the GPF/CPF on account of such subscriptions. 
14. No withdrawal/loans/advances permissible out of the insurance/saving 
fund. Accumulated benefits are payable only on the cessation of 
membership from the scheme on account of death, retirement, 
resignation, etc. 
15. A member can be permitted by the Head of the Department to assign the 
insurance cover and accumulations in saving fund in favor of a 
recognized financial institution as security for obtaining loans for 
construction/purchase of house/flat/ready built house in his/her name or 
in the name of his/her spouse or any other member of the family. In such 
cases, at the time of settlement of the claim under the scheme, the 
325 
amount claimed by the financial institution as due from the employee on 
amount of loan will be paid to the institution without any detailed 
scrutiny any only the balance. If any, will be paid to the 
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employee/nommee. 
This scheme is a contract between the employee and government which 
provide insurance benefit to the group of employee in addition to their benefits. 
Central Government Heath Scheme 
1. The benefits of CGHS accrue from the date on which the government 
servant applies for a CGHS card. CGHS is a compulsory scheme for all 
central government employees residing within the areas covered by 
CGHS dispensaries. As soon as a person joins central government 
services and intimates his residential address which is within a CGHS 
covered area, CGHS contribution at the appropriate rate should be 
recovered whether the CGHS card is issued or not. But in such cases, the 
offices concerned should ensure that the employee applies for a card and 
if he is not applying despite intimation, suitable action should be taken. 
2. A compulsory monthly contribution is levied on all entitled class of 
government servant and pensioner within the preview of this scheme as 
indicated below-
Basis pay + DP Rate of monthly 
Pension + DP contribution 
up to Rs. 3,000 15% 
Rs. 3,000 to Rs. 6,000 40% 
Rs. 6,000 to Rs. 10,000 70% 
Rs. 10,000 to Rs. 15,000 100% 
Rs. 15,001 and above 150% 
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When both husband and wife is central government servant covered by 
the scheme, the contribution will be recovered from only one of them whose 
pay is higher. The recovery of contribution is affected through monthly salary 
of bills. It is recoverable during the period of duty, suspension and leaves not 
exceeding four months the employee has the option not to pay the contribution, 
in which case the facilities under the scheme will not be available to him and 
his family members. 
3. Pensioners/Family Pensioners can avail the benefit of the CGHS in the 
concerned manner 
1. All Central Government Pensioners/Family Pensioners including those 
who retired with contributory provident fund benefits, who were eligible 
for availing Central Government Heath Scheme facilities while in 
service, are eligible for availing CGHS facilities after retirement 
irrespective of whether they were or were not availing CGHS facilities 
while in service. It is not necessary that these pensioners/ family 
pensioners should be living in the areas covered under the CGH scheme. 
2. The pensioners/ family pensioners have the option to get their names 
registered with any of the dispensaries in the above mentioned cities. 
They should make an application in the prescribed Performa to the 
Additional Director, CGHS concerned, stationed in the concerned cities 
who will issue CGHS identity card. 
3. A retired employee who does not join the CGHS immediately after 
retirement has to pay a registration fee of Rs. 30, if he subsequently 
desires to get himself registered with the CGHS and apply for the CGHS 
identity card, 
4. An employee transferred to another CGHS station or goes to serve 
abroad leaving his family at the old station, may continue to pay the 
contribution, in which case his family can continue to receive the 
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benefits at the old station for that duration. However, if the transfer is to 
a non CGHS station, this facility is admissible only for six months. 
5. Facilities available are as follows-
1. Medical attendance including consultation with AMA at a CGHS 
dispensary, polyclinic or CGHS wing of the hospital or at recognized 
hospitals. 
2. X-ray, laboratory and other diagnostic facilities at CGHS laboratories or 
other laboratories or recognized hospitals. 
3. Supply of drugs prescribed by the AMA, administration of injections/ 
dressing/minor surgical procedure in the dispensaries or specialists 
centre. 
4. Hospitalization Facilities- Antenatal/ confinement/ postnatal care 
facilities. 
5. Treatment at a specialized hospital (even though not recognize under the 
scheme) if the Director, CGHS, certifies that such treatment is essential 
for the recovery/prevention/checking of deterioration of the patients 
conditions. 
6. Special treatment for disease like TB, cancer, etc. 
7. Specialist consultation in selected centers and polyclinics/hospitals, etc. 
8. Super specialty treatment, e.g., kidney transplant and coronary artery by 
pass graft etc. 
9. Facilities for dental treatment. 
10. Intra-ocular lens implantation/treatment and cost of spectacles after 
cataract operation. 
11. Reimbursement of charges for undergoing angioplasty in the recognized 
hospitals with prior permission of CHGS. 
12. Reimbursement of cost of 
1. Digital hearing-aid 
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2. Cyper stents up to a maximum of two (serving and retired) 
3. CPAP/BIPAP Machines (once in a lifetime) for domestic use 
4. TAXUS stent up to maximum of two. 
5. Replacement period of hearing aids will be 3 years in the case of 
child below 12 years. With the approval of Director CGHS, the 
cost of more than two stents may be reimbursed. 
13. Issue of glucometer to diabetic patient suffering from diabetic gangrene. 
14. Post-operative treatment relating to neurosurgery, cardiac diseases, 
cancer, kidney transplantation and hip/knee replacement surgery in the 
same institution/hospitals where the surgery was earlier carried out with 
prior permission of CGHS. 
15. For OPD treatments, beneficiaries should get the medicines only from 
CGHS dispensary concerned and the cost of medicines purchased from 
outside is not reimbursable. 
16. Reimbursement of cost of neuron-implants, viz. deep brain stimulation 
implants, intra thecal beclofen pump, intra-thecal morphine pump, spinal 
cord stimulators. 
*^  Hospital accommodation/free, diet facility should be provide to the 
government servant within the purview of the scheme.^ ° 
This scheme is a health conscious scheme for the working class which provides 
medical benefits to employee to prevent their diseases and maintain their health 
for participating in the national production. 
New Pension Scheme 
Recently the government of India has introduced a new Defined 
Contribution Pension Scheme replacing the existing system of Defined Benefit 
Pension system. The government of India approved this proposal, dated 
22.12.2003. The New Pension Scheme comes into operation with effect from 
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1.1.2004 and is applicable to all new entrants to central government service, 
except to Armed forces, joining government service on or after 1.1.2004. 
The salient features of the New Pension Scheme are as follows-
1. The New Pension Scheme will work on defined contribution basis and 
will have two tiers - Tiers-I and II. Contribution to tier-I is mandatory 
for all government servants joining government service on or after 
1.1.2004, whereas Tier-II will be optional and contribution in that tier 
depend at the discretion of government servants. 
2. In Tier-I, Government Servants will have to make a contribution of 10% 
of his basic pay plus DA, which will be deducted from his salary bill 
every month by the PAO concerned. The Government will make an 
equal matching contribution. 
3. Tier I contributions (and the investment returns) will be kept in a non-
withdraw-able pension, Tier-I Account. Tier-II contributions will be 
kept in a separate account that will be withdrawn-able at the option of 
the government servant. Government will not make any contribution to 
Tier-II account. 
4. The existing provisions of Defined Benefit Pension and GPF would not 
be available to new government servants joining government service on 
or after 1.1.2004. 
5. In order to implement the scheme, there will be a Central Record 
Keeping Agency and Several Pension Fund Managers to offer three 
categories of schemes to government servants, viz., options A, B and C 
based on ratio of investment in fixed income instruments and equities. 
An Independent Pension Fund Regulatory and Developmental Authority 
(PFRDA) will regulate and develop the pension market. 
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6. As an interim arrangement, till such time the statutory PFRDA is set up, 
an interim PFRDA has been appointed by issuing an executive order by 
Minister of Finance. 
7. Till the regular Central Record Keeping Agency and Pension Fund 
Managers are appointed and the accumulated balances under each 
individual account are transferred to them, it has been decided that such 
amount representing the contribution made by government will be kept 
in public account in India. This will be purely a temporary arrangement 
as announced by the government. 
8. It has also been decided that Tier-II will not be made operative during 
the interim period. 
9. A government servant can exist at or after the age of 60 years from the 
Tier-I of the Scheme. At exit, it would be mandatory for him to invest 
40 per cent of pension wealth to purchase an annuity (from an IRDA, 
regulated life insurance company), which will provide for pension for 
the lifetime of the employee and his dependent parents/spouse in the 
case of government servants who leave the scheme before attaining the 
age of 60, the mandatory annihilation would be 80% of the pension 
wealth. 
10. The following guidelines are issued for the implementation of the new 
pension scheme during the interim arrangement for the guidance of the 
PAOs/DDOs. 
1. The new pension scheme becomes operational with effect from 
1.1.2004. 
2. Contributions payable by the Government Servants towards the scheme 
under Tier-I, i.e., 10% of the (Basic pay plus DA), will be recovered 
from the salary bill every month. 
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3. The scheme of voluntary contributions under Tier-II will not be made 
operative during the period of interim arrangement and therefore no 
recoveries will be made from the salaries of the employees on this 
account. 
4. Recoveries towards Tier-I contributing will start from the salary of the 
month following the month in which the government servant has joined 
service. Therefore, no recovery will be effected for the month of joining 
for example, for employees joining service in the month of Jan. 2000, 
deductions toward Tier-I contribution will stJirt from the salary bill of 
February, 2004. No deduction will be made for his salary earned in Jan. 
2004. Similarly, deductions for those Joining service in the month of 
February, 2004 will start from the salary bill of March, 2004 and so on. 
5. No deduction will be made towards GPF contribution from the 
government servants joining the service on or after 1.1.2004 as the GPF 
scheme is not applicable to them. 
6. It has been decide that pending formation of a regular Centre Record 
Keeping Agency, Centers Pension Accounting Office will function as 
the Central Record Keeping Agency for the above scheme. 
7. Immediately on joining government service, the government servant will 
be required to provide particulars such as his name, designation, scale of 
pay, date of birth, nominees for the fund, relationship of the nominee, 
etc. in the prescribed from. The DDO concerned will be responsible for 
obtaining this information from the government servants covered under 
the new pension scheme. Consolidated information for all those who 
have joined service during the month shall be submitted by the DDO 
concerted in the prescribed format to his pay and Account officer by 7th 
of the following month. 
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8. On receipt of form the DDO's PAO will allot a unique 16 digit 
Permanent Pension Account Number (PPAN). The first four digit of this 
number will indicate the calendar year of joining government service, 
the next digit indicates whether it is a civil or a non-civil Ministry (for 
all Civil Ministries this digit will be "1"), the next digit will represent 
PAO code (which is used for the purpose of compiling monthly 
accounts) the last five digits will be the running serial number of the 
individual Government servant which will be allotted by the PAO 
Concerned. PAO will allot the serial number pertaining to individual 
government servant from '0001' running from January to December of 
calendar year. 
9. The pay and account officer will maintain an Index Register for the 
purpose of allotment of PPAN to new entrants to government service. 
10. The PAO will return to the DDO concerned, a copy of the statement 
duly indicating their account numbers allotted to each individual by 10th 
instant. DDO in turn will intimate the account number to the individuals 
concerned and also note in the pay bill register. 
11. The particulars of the government servants received from the various 
DDOs will be consolidated by the PAO in the format and sent to the 
Principal Accounts Office by the 12th of every month. 
12. The Principal Account office in turn will consolidate the particulars in 
the prescribed format and forward the same to Central Pension 
Accounting Office by 15th instant. The CPAO will feed this information 
in their computer database. 
13. The DDOs/CDDOs will prepare separate Pay Bill Registers in respect of 
government servants joining government service on or after 1.1.2004. 
The DDOs/CDDOs will have to prepare separate pay bills in respect of 
these government servants and will send the same with all the schedules 
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to the PAO on or before 20th of the month to which the bill relate. 
Cheque drawing DDOs may note that hereafter in respect of government 
servants joining service on or 1.1.2004, they will only prepare pay bill 
and not make payment. Such bills will be sent by them to the pay and 
accounts offices for pre-check and payment. 
14. The DDO/CDDO will prepare a recovery schedule in duplicate in the 
prescribed form for the contributions under Tier-I and attach them with 
the pay bills. The amount of the contribution under Tier-I should totally 
with the total amount of recoveries shown under the corresponding 
column in the pay bill. 
15. The accounting procedure for these deductions is being finalized and 
shall be notified shortly. 
16. It may be noted that along with the salary bill for the Government 
Servants who join service on or after 1.1.2004, the DDO/CDDO shall 
also prepare a separate bill for drawl of matching contributions to be 
paid by the government and creditable to pension account. 
17. The bill for drawl of matching contribution should also be supported by 
schedules of recoveries in form. 
18. On receipt of the salary bill in respect of government servant joining 
service after 1.1.2004, PAO will exercise usual checks and pass the bill 
and make the payments. After the payment is made and posting done in 
detailed posting registrar, one set of schedules relating to pension 
contributions will be detached from the bills as done in the case of other 
schedules such as GPF, long-term advances. The schedules will then be 
utilized for posting the credits of contributions in the detailed ledger 
account of the individual. 
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19. The employee's contributions under Tier-I and Tier-II and government's 
contribution should be posted in different columns of the individual 
ledger account and broadsheet and tallied with the accounts figures as 
being done in the case of GPF. 
20. These account should not be independent of GPF accounts maintained in 
the case of pre-1-1-2004 entrants. 
21. The PAO will consolidate the information available in the New Scheme 
Schedules received from the various DDOs and forward the same in a 
floppy in the prescribed from to Principal Accounts Office by 12th of 
the month following the month to which the credit pertains. Principal 
Accounts Office in turn will consolidate the information and send the 
same in electronic form to the Central Pension Accounting Office by 
15th. 
22. CPAO on receipt of this information from all the Pr. AOs (including the 
Non-Civil Ministries) will update its database and generate exception 
reports for missing credits, mismatches, etc, which will be sent back to 
the PAOs, concerned through the Pr. AOs for further action. 
23. Whenever any government servant is transferred from one office to 
another either within the same accounting circles or to another 
accounting circle, balances will not be transferred by the PAO to the 
other Account Office. However, the Drawing and Disbursing Officer 
should clearly indicate in LPC of the individual the unique account 
number, the month up to which govt., servant's contribution and the 
Government's contribution have been transferred to the pension fund. 
24. No withdrawal of any amount will be allowed during the interim 
arrangement. Provisions regarding terminal payment in the event of his 
leaving the government service during the interim period shall be 
notified in due course. 
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25. Detailed instructions on the interest payable on Tier-I balances shall be 
issued in due course, 
26. At the end of each financial year, the CPAO will prepare annual account 
statements for each employee sowing the opening balance, details of 
monthly deductions and government matching contributions, interest 
earned, if any, and the closing balance. CPAO will send these statements 
to the Pr. A.O. for onward transmission to the DDO through the PAO. 
1. After the close of each financial year, CPAOP will have to report the 
details of the balances to each Financial Account Offices, who will 
forward the information to each PAO for the purpose of reconciliation. 
The PAO will reconcile the figures of contributions posted in the ledger 
account of the individuals as per their ledger with figures as per the 
books of CPAO. 
2. After the appointment of CRA and Fund Managers, this office will issue 
detailed instructions on transfer of balances to CRA. 
3. All the controllers of Account/Controller of Accounts are requested to 
circulate the above guidelines to all the PAOs/DDOs/CDDOs of their 
Ministery. '^ 
After a lot of discussion and debate New Pension Scheme comes into 
existence through the passage of PFRDA-Bill 2005. This scheme convert 
define benefit system into define contribution system at the eve of fiscal stress 
of government. Now we can expect for better resuU for this scheme. 
2. Insurance and Pension Scheme: in the Informal Sector 
Informal sector are those group of people who are living below poverty 
line and able to save for there future, so the government is introducing some 
scheme for these people which are as fallows-
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Senior Citizen Saving Scheme 
The Senior Citizen Saving Scheme Propounded by the central 
government in the year 2004. This scheme has been introduced for the benefit 
of the senior/aged people of the nation. 
Under this scheme an individual who attains the age of 60 years and 
above on the date of opening of an account and who has attained the age of 55 
years but less than 60 years who has retired under voluntary retirement scheme 
on the date of opening of account can became the member of this concerned 
scheme. 
Under this scheme the retired personnel of Defense Services (excluding 
Civilian Defense Employee) shall be eligible to subscribe.^ ^ 
In this scheme any depositor may open account at any deposit office by 
making an application in concerned form along with the amount of deposit as 
per the pay-in-slip form, duly filed in along with age proof. A depositor may 
operate more than one account subject to the condition that the deposits in all 
accounts taken together shall not exceed the maximum limit as specified. The 
more than one account shall not be opened in the same deposit office during a 
calendar month. A depositor may open the account in individual capacity or 
jointly with spouse. 
There shall be only one deposit in the account in multiple of one 
thousand rupees not exceeding rupees fifteen lakh. It means that the deposit 
restricted to the retirement benefit or rupees fifteen lakh, which ever is lower. 
The withdrawal is not permissible before the expiry of 5 year from the date of 
opening of account. The depositor may extend the account for a further period 
of 3 years by making an application to the deposit office within a period of one 
year after the maturity period of five years. The concerned office (prescribed 
bank) shall as soon as it come to the notice that a deposit exceeds the lime 
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prescribed, request the depositor in writing, to withdraw the excess deposit 
immediately. 
Under this scheme the deposit may be made either in cash, if the amount 
deposit is less than rupees one lake, and either by cheque or demand draft 
drawn in favor of the depositor and endorsed in favor of the deposit office. 
Where a deposit is made by cheque or demand draft, the date of deposit under 
this scheme will be the date of encashment of the above cheque or demand 
draft. Where a deposit made by outstation cheque or demand draft, the 
collection charge at the prescribed rate shall be payable along with the deposit 
and the date of realization of the cheque or demand draft shall be the date of 
deposit,^ '' 
The depositor may at the time of opening of the account under this 
scheme nominate a person or persons who, in the event of death of the 
depositor shall be entitled to payment due on the account. If such nomination is 
not made at the time of opening of the account, it may be made by the 
depositor at any time after the opening of the account but before its closure, by 
an application, accompanied by the pass book to the deposit office. The 
nomination made by the depositor may be concerned or varied by a fresh 
nomination. 
The nomination facility will be in the joint account. However in such 
case, the joint account holder will be the first person entitled to receive the 
amount payable in the event of death of the depositor and the nominee's claim 
shall arise only after the death of both the depositor and the joint holder. 
In case of joint account where the spouse is the sole nominee, the spouse 
shall also be eligible to make, cancel or vary the nomination made eariier, after 
the death of the depositor. 
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Every nomination and cancellation or verification thereof shall be 
registered in the deposit office shall be valid from the date of such account 
registration, the particulars of which shall be shall be entered in the pass book. 
The deposit made under this scheme shall bear the interest at the rate of 
nine percent per annum from the date of deposit. Interest shall be payable from 
the date of deposit to 31st March 30th June 30th September 31st December as 
the case may be in case of any date of payment, specified under this scheme 
fall on Sunday or a holiday, the previous working day shall be deemed to be the 
due date for the purpose of interest payment. If so authorized, interest payable 
on the dates, shall be credited to the depositor saving account in the deposit 
office in which the account exists, subject to the condition that by so credit of 
the interest amount, the maximum limit of balance, if any, in the saving 
account, is not exceeded. If the interest payable every quarter is no claimed by 
a depositor, such interest will not earn additional interest. Interest shall be 
rounded off to the nearest multiple of rupee one and for this purpose any 
amount of fifty paisa or more shall be treated as rupee one and any amount less 
than fifty paisa shall be ignored. 
The excess amount shall carry interest at the rate applicable from time to 
time to the post office saving account and such interest shall be payable from 
the date of deposit of excess amount to the end of the month preceding the 
month in which the deposit office request the depositor to withdraw the excess 
amount, the amount of excess interest, if any, already paid to the depositor, 
shall be deducted. 
In case of an account continued after maturity, the deposit in such 
account shall earn interest at the rate applicable to the new accounts opened or 
to be opened under the provision of these rules on the date of maturity. In case 
of an account which is not extended on maturity and closed at any time post 
maturity interest at the rate of as decide fi-om time to time shall be payable. The 
deposit made at the time of opening of account shall be paid by the deposit 
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office at which the account stands to the depositor on or after expiry of 5 years 
from the date of opening of account on production of account book 
accompanied by written application. In case of depositor does not close account 
on maturity, and also does not extend the account, the account shall be treated 
as matured and the depositor will entitled to close the account at any time 
subject to the condition. In case of death of depositor before maturity, the 
account shall be closed and deposit refunded on application to nominee, in case 
of no nominee paid to the legal heir. No deduction is made in case of premature 
account closure.^ 
National Old Age Pension Scheme 
In effort to widen the reach of the social security for the aged poor, the 
central government in 1995 introduces National Old Age Pension Scheme. This 
scheme aims to provide monthly pension to thirty percent of poorest elderly. 
This programmed provides benefits for poor people above the age of 75 years. 
Under this scheme a pension of Rs. 75/- per month is provided to eligible 
persons. 
Recently the Pension under NOAPS has been increased from 75/Rs. to 
200/Rs. And the state government has been advised to make an equal 
contribution from their resources so that a destitute pensioner gets at least 400 
Rs. every month. 
The eligibility criteria to became the member of this scheme is that the 
person concerned must be member of concerned state which implement this 
scheme, attain the age of 65 years and above, must be disable, issueless person. 
widow and destitute women. Recently its scope has been expanded by 
including the person above 65 years living below poverty live rather than mere 
destitute above 65 years of age. They do not have monthly income from all 
sources not more than 1000/- for individual and Rs. 1500/- If both husband and 
wife are alive.^ ^ 
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To become the member of this scheme the application form must be 
duly filed in all respect, must be attested/verified by the concerned authority. 
The age proof certificate must be attached to the application form. Each and 
every application form scrutinize carefully by concerned authority after that all 
sanction case allotted a Personal Ledger Number for account. 
The concerned authority sent the information to the concerned 
beneficiary regarding grant of pension and advise him/her to contact for 
preparation of identity cards and opening of joint saving bank account in the 
schedule bank. 
The District Social Security Officer draw the amount of pension through 
a bill from the government treasury and sent the draft/pay order to the Nodal 
Bank/coordinating bank at district level for disbursement of pension to the 
beneficiaries account with a list of beneficiaries indicating their Account 
Number and Bank Branches. 
The nodal/coordinating bank transfers the amount of the pension scheme 
to the concerned branches for credit to the account of beneficiaries. This 
process is completed within 15 days by the banks. 
The beneficiaries receive their pension as are credited into their account 
through the bank, in case the beneficiaries due to death or any other reason 
remained fail to draw his/her pension/from the bank continuously for four 
quarters, the amount lying undisturbed in such account, is reversed back to the 
District Social Security Officer concerned within 15 days of the completion of 
fourth quarter in shape of Bank Draft.^ ' 
The Public Provident Fund Scheme 
The public provident fund scheme is a scheme introduce by central 
government under the informal sector. This scheme is for 5 years at the interest 
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rate of 8% compounded annually. This scheme is operated through post office 
and the Nationalization Bank. 
Under this scheme the minimum deposit Rs. 500/- and maximum 
deposit is Rs. 70,000/- in a financial year. One deposit with a minimum of Rs. 
500/- is mandatory in each year. The deposit can be in lump sum or in 
convenient installments, not monthly installments in a year or two installments 
in a month subject to total deposit of 70,000. It is not necessary to make a 
deposit in every month of the year. The deposit can be varied to suit the 
convenience of the account holders. The deposits shall be in multiple of Rs. 5/-
subject to minimum amount of Rs. 500/- The deposit in a minor account is 
clubbed with the deposit of the account of Guardian for the limit of Rs. 
70,000/- The deposit in PPF qualify for rebate under section 80-c of Income 
Tax Act, the interest on deposits is totally tax free, as well as the deposit are 
exempt from wealth tax. 
For taking benefit under this scheme the account can be opened by an 
individual or a minor through their guardian. The grandfather/mother can not 
open a PPF account on behalf of their grand son or daughter. Those who are 
contributing to GPF and or EDF account can also open account. The opening of 
joint account is not permissible under this scheme. The age does not bar for 
opening the account under this scheme. 
PPF account can be opened either in post office or Nationalized Bank. 
The account can transfer from one post office to another, from one bank to 
another bank. 
The account in which deposit are not made for any reason treated 
discontinued account and such account can no be closed before maturity. The 
discontinued account can be activated by payment of the minimum deposit of 
Rs. 500/- with default fee of Rs. 50/- for each defaulted year. The 
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nominee/legal heir of PPF account holder has an option to extend the PPF 
account for any period of 5 year on each time. 
The pre-mature closure of a PPF account is not permissible except in 
some cases. The account holder can retain the account after maturity for any 
period making any future deposits. The balance in the account will continue the 
interest at normal rate as admissible of PPF account till the account is 
continued. 
The one withdrawal in each financial year is also admissible in such 
account but the facility of first withdrawal in the seven year of account subject 
to 50% of the amount at credit preceding three year balance. 
The balance amount in PPF account is not subject to attachment order or 
decree of court in respect of any debt or liability. 
This scheme is very best for long term investment.^ * 
Rashtriya Swasthya Bima Yojna 
Keeping in view the vulnerability of poor households in the time of 
medical emergencies, the RSBY has been launched by the central government 
to provide a support system to the BPL families in the participating states and 
district through the provision of health insurance in case of hospitalization. 
There is a five year plan for rolling out the RSBY which allow each 
participating state to cover 20% of their respective districts each year. Almost 
every large state government has expressed its intention of joining the scheme 
and many have already issued tender notice. The unique feature of RSBY is the 
provision of smart card based health insurance coverage. The card will 
facilitate portability of benefits and cashless medical cover up to Rs. 30,000 for 
the unorganized sector workers and his family per annum. More than 50,000 
smart cards have already been issued in the NCT of Delhi, Haryana and 
Rajasthan where the scheme has been operational zed. Fifteen states has 
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advertised tender notices for selecting insurance companies and Punjab, Bihar, 
Uttrakhand have recently signed M.U. with centre to operational zed the 
scheme at earliest. The ambitions scheme, when fully operational in next five 
years, would be one of the largest social sector programmed in the world 
involving several cove beneficiaries. '^ 
Aam Admi Bima Yojna 
Under this scheme all the rural landless household in the country will be 
provided life and disability insurance cover. The cover will be for Rs. 75,000 
on death due to accident and permanent disability due to accident. In case of 
partial disability due to accident, the insurance cover would be Rs. 37500. 
When the death of a member occurs, prior to terminal date, Rs. 30000 will be 
payable as the insurance amount. The premium to be charged under the scheme 
will be Rs. 200 per annum per member of whom 50 percent will be contributed 
by the central government and remaining by the state governments. The 
Finance Minister has already committed Rs. 1000 crore for this scheme in the 
budget.'" 
Janshri Bima Yojna 
JSBY is a collective social security scheme of life insurance Corporation 
of India. Its main object is to provide insurance security on concession rates to 
those rural and urban poor people who are living below poverty live. 
This scheme was launch during the year of 2005-06 with the Rs. 25 state 
contribution per worker, per year. During the annual plan 2005-06, 19,082 
workers were covered under this scheme. During annual plan 2006-07, about 
40,000 workers were covered. This scheme is initially sanctioned only for 3 
years. Now for current financial year 2007-08, Rs. 15.00 lack has been kept for 
the scheme. The labor class is in favor of this scheme and trying to contribute 
it. Therefore provision for sum of Rs. 15.00 laces is proposed for financial year 
2008-09 to cover 60,000 labors under scheme." 
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Janani Suraksha Yojna 
JSY is a safety instrument for the mother in reference of National Rural 
Health Mission. This scheme has been implemented with the object of reducing 
maternal and neo-natal mortality by promoting institutional delivery among the 
poor pregnant women. 
This scheme was launched in the year of 2005 in all states and union 
territories. This scheme is 100% centrally sponsored scheme. 
This scheme constitute a hope among the women, that the accredited 
social health activities which are effective link between the government and 
poor pregnant women, facilitate the women to avail service of maternal case 
and arrange reference transport. 
This scheme gives emphasis on the poor pregnant woman with special 
dispensation for state having low institutional delivery rate. Under the scheme 
the government providing special care to the women, under the control of state 
by providing special facilities for delivery. 
National Scheme for Welfare of Fishermen and Training and Extension 
This scheme has been sponsored by the central government to provide 
financial support as well as training and extensions the fishery sector. The total 
outlay approved by this scheme for the entire period of co plan is 35 crore. 
This scheme provide funds of Rs. 40,000 for house construction for each 
respective fishermen, Rs. 35,000 for tube well for each village of the fishermen 
and 1,75,000 for the construction of community hall in our village. The cost of 
this investment equally shares by the centre as well as state government. 
The group accident insurance for active fishermen is another benefit 
prescribed by the government. In this benefit the government would be insured 
for Rs. 50,000 against death or permanent total disability and Rs. 25,000 for 
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partial permanent disability. This insurance cover will be for a period of 12 
months and the policy will be taken out by FISHCOPFED in respect of 
participating state. 
There is also the provision for saving cum relief benefit. Under this 
benefit Rs. 75/- per month shall be collected from eligible marine fishermen for 
a period of 8 months in a year. A total of Rs. 600/- thus collected will be 
matched with 50% contribution i.e. Rs. 300/- each by state government and 
central government separately. The total sum of Rs. 1200/- thus collected will 
be distributed during the four lean months to the beneficiary in four equal 
monthly installment of Rs. 300/- each. The interest accrued will also be 
disbursed with the fourth installment. 
This also provides special training regarding fisheries, which cost has 
been shared on 80:20 bases between the government of India and the state 
government. In reference of this training every year state should submit 
proposal before the central government that in such reference the state wants to 
provide training to their fisherman and the cost of this project will be such. 
Handloom Weaver's Comprehensive Welfare Scheme 
This scheme has been launched to provide assistance to the handloom 
weavers. This is a centrally sponsored scheme entailed an expenditure of Rs. 
257 crore. This scheme will be implemented by the central government through 
the help of weaver's co-operative societies as well as public and Private Sector 
Corporation. 
This scheme provides many kinds of benefits such as- work shed-cum-
housing benefit, for which a subsidy of Rs. 7,000/- for rural work shed and Rs. 
9,000/- for urban work shed is extended to the handloom weavers. Health 
insurance benefit, for the reimbursement of the cost of medicine and treatment 
of diseases like T.B., Asthma upto Rs. 1500/- per weaver per annum, cost of 
testing of eyes Rs. 40/- and cost of spectacles Rs. 150/- Maternity benefit of Rs. 
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500/- per delivery twice in life time and Rs. 1,00000, for health centre etc. 
Accidental death benefit, the death or permanent total disablement will be 
given to the weavers. 
Recently this scheme has been facilitated by LIC and other private 
insurance companies such as ICICI, Reliance, and TATA-AIG etc. 
5. Concluding Remark 
After the broad discussion of overall statutory and governmental 
regulated insurance and pension schemes in India, the conclusion come out is 
that the evolution of social security schemes in the form of insurance and 
pension is not new one step. From the past, these types of schemes are 
considering necessary for the overall progress of the national economy. 
So India introduces these scheme and made necessary change in these 
schemes fi"om time to time, but these schemes are not satisfying to the people 
up to final extent. There is need of some broad approach on the part of 
government in the form of codified law on social security which defines each 
and every aspect of social security schemes of India including pension and 
insurance. From the vary beginning, the committees and commission are 
setting to discuss the present, past and fiiture of social security schemes in 
India, but these committee give different view and so not any new step taken 
by the government, the example is introduction of New Pension System 
through the PFRDA-Bill, which still in pending. The government implements 
New Pension System but it does not have any legislative backing. 
So firstly the governments setup any high power committee, which 
consist the expert personalities of concerned issues. Than move again to codify 
the social security laws as a complete code like constitution of India. After that 
government can introduce some new schemes and properly regulate them with 
already introduce schemes of insurance and pension. 
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The schemes must be only of one type that is statutory scheme both 
formal and informal sector. The government must be only implementing 
agency both at central and state level with the help state government. 
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CHAPTER- 6 
INSURANCE AND PENSION: SCHEMES FOR EMPLOYEE 
IN THE NEW ECONOMIC REGIME; PUBLIC AND 
PRIVATE SECTORS INITIATIVES 
1. Introductory Outline 
Globalization of market economies has led to the extension of trade 
exchanges among nations, in the shadow of the World Trade Organization, 
Organizing, and regulating their conduct. It has in turn led to liberalization of 
fmancial markets enabling capital transfer and the creation of new financial 
instruments. The unprecedented developments in communication and digital 
technology have suppressed consumerism, outsourcing of jobs, cost reduction 
and quality improvements in a variety of products and services on a global 
scale. Newer risk exposures are continuously emerging, and for enterprises 
with global ambitions, risk management methods of their investments, their 
international image, and their management processes are in need of continual 
reappraisal. 
The developing countries have segmented their contributions on 
products and services. There is today a flurry of activities for globalization of 
companies, brand building and adoption of newer business models for gaining 
a share in the enlarging global cake.' 
Under such situation, our Indian insurance industry has undergoing 
changes with the help of the opening up of the insurance industry by private 
companies in both life and non life business.^  Such as Societal General has 
entered into a joint venture with India Bulls Financial Services for a life 
insurance joint venture in India through its French life insurance company 
Sogeeap, Tata have formed a Joint venture with US based American into 
Group (AIG), Max India has formed a joint venture with US based life 
insurance company. New York Life, Indian Farmers Fertilizers (IFFCO) has 
formed a joint with Tokyo Marine and Fire of Japan to Form IFFCO Tokyo 
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General insurance company, SBI has formed a joint venture with Cardiff SA of 
France (the insurance arm of BMP Parbas Bank) as SBI Cardiff life, ICICI has 
joint hand with prudential- ICICI prudential life insurance company. 
The insurance in India has been suppressed by products innovation, 
stream lining of sales and distribution channel along with targeted advertising 
and marketing campaigns. 
The effect of this public-cum private globalize insurance system is that, 
not only the kids of insurance segment in the insurance sector is witnessing 
activities, but the government corporations are becoming vary active for the 
future of the individual through their financial help. For this financial help both 
the governmental vis a vis non governmental organization introducing plethora 
of schemes which providing the good tool for the future of individual as well as 
nation.^  
2. Insurance and Pension Schemes: In the Framework of Public Sector 
Corporations 
1. Insurance and Pension Schemes: In the Framework of Life 
Insurance Corporation 
Life Insurance Corporation of India is a public sector corporation 
governs by the IRDA. Now days LIC emerging as a dominant public sector 
corporation which dominate the 74% share of life insurance business. LIC 
develop their structure as well as their administration in comparison to the 
private sector corporation due to this reason LIC providing a lot of insurance 
and pension schemes to the Employee. 
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1.1. Employee Insurance Schemes 
1. Employee Endowment Assurance Schemes 
Endowment Assurance Scheme 
This scheme is suitable for the people of all ages and social groups who 
wish to protect their families from a financial set back that may occur owning 
to their demises/ 
This scheme is a tool of financial support for the family of the decease 
policy holder because it provides a lump sum amount with interest to the 
family members after the death of the policy holder. As in the case of, Branch 
Manager LIC of India Kodad & Others v/s Ambati Laxmamma^ where one 
Narsi Reddy obtained an Endowment Assurance Policy for sum of Rs. 50,000/-
on 20-3-1990 and the policy was issued by the Life Insurance Corporation on 
31-5-1990. While so, the Narsi Reddy died on 9-11-1993 due to ill-health 
leaving behind the widow and two sons. By the date of death of Narsi Ready 
the policy was in force. Therefore the widow made claim before the Life 
Insurance Corporation but corporation repudiate the claim on the ground of 
misstatement by Narsi Reddy about their ill health. Hence widow files a suit 
before the court for a sum of Rs. 60,000/- with interest at 18% per annum from 
the date of her husband death. 
The court held that the evidences produced by the LIC not showing 
misstatement on the part of Narsi Reddy. So the corporation can not repudiate 
the claim of sum 60,000/- Rs of widow of Narsi Reddy. 
Again in the case of, Santosh Kumar Gupta v/s Indian life Insurance 
Corporation^ where one Pannalal purchase three policies from LIC Indian 
under the Endowment Assurance Scheme and declare his wife and son his 
nominee for the claim of the amount of policies as well as interest on this 
amount. 
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The court was of the view that the amount as well as interest on such 
payment for causing delay on such payment should be paid to the nominees of 
the deceased policy holder by the LIC. 
This scheme not only makes the provision for the families of the life 
assured in the event of his death but also assured a lump sum amount at a 
desired age. The lump sum can be reinvested to provide an annuity during the 
remainder of his life or in any other way considered suitable at time. The 
amount assured will be payable at the end of the endowment term where it can 
be invested in an annuity provision for the rest of the policyholder's life or in 
any other way may think most suitable at that time. 
The premium is usually payable for the selected term of the years or 
until death if it occurs during the term of period. 
The benefit available under this scheme are, the first one is- Disability 
Benefit-in case of permanent and total disablement before reaching the age of 
70 years, by an accident, during the period of full force of scheme, the 
requirement of future premium payment will be finish (the Disability Benefit is 
available in respect of the first Rs. 20,000 sum assured on any one life) and the 
policy will continue to be in force. The second available benefit is - Accidental 
Benefit - in case of accident, premium of Rs. 1 per Rs. 1000/- sum assured per 
year, the family of life assured are entitled to the premium stoppage as well as 
to the bonus. 
Endowment Assurance Limited Payment Scheme 
This scheme provides provision for the payment of whole life policies 
with an option of either single premium payment or a term shorter than the 
policy. The endowment is, however, payable only at the end of the policy term, 
or on death of the policy holder if it takes place earlier.^  
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The above principle has been confirm by the court in, Smt Krishna 
Wanti, v/s Life Insurance Corporation of India ^  where one Dharam Pal Puri 
purchase four policy of Limited Payment from the LIC and define to his wife, 
as assignee in the papers of policies. After some time the Dharam Pal Puri died 
due to heart attack. The widow of Dharam Pal Puri claim for the amount of 
four policies 85,000 of four policies well as interest at the rate of 12% from the 
date of death till realization should be payable to the widow of the deceased. 
The court was of the view that the amount 85,000 of four policies as 
well as interest at the rate of 12 percent from the date of the death till 
realization should be payable to the widow of the decease. 
If payment of premium ceases after at least three years' premiums have 
been paid, a free paid-up policy for an amount bearing the same proportion to 
the sum assured as the number of premiums actually paid bears to the number 
stipulated for the policy, will be automatically secured, provided the reduced 
sum assured, exclusive of any attached bonus is not less than Rs. 250. 
Such reduce paid-up policy will not be entitled to participate in the 
profit declared thereafter, but such bonus as has already been declared on the 
policy will remain attached. 
This scheme is the most popular form of life assurance since it not only 
makes provision for the family of the life assured in the event of his early 
death, but also assures a lump sum at any desired age. The amount assured, if 
not paid by reason of his earlier death, becomes payable at the end of the 
endowment term when it may be invested to provide an annuity during the 
remainder of his life or in any other way may think most suitable at the time. 
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Jeevan Mitra Double Cover Scheme 
This is an Endowment Assurance Scheme which provides greater 
financial protection against death throughout the term of plan. It pays the 
maturity amount to survival at the end of the policy term. 
Under this scheme the premium payable yearly, half yearly, quarterly, 
monthly or through salary deductions as opted throughout the term of the 
policy or earlier death. The bonuses are declared per thousand sum assured 
annually at the end of each financial year. 
Buying this scheme is a long-term commitment. However, surrender 
value will be available under the scheme on earlier termination of the contract. 
The policy may be surrender after it has been in force for about 3 years, or 
more than 3 years. The guaranteed surrender value is 30% of the basic 
premiums paid excluding the first year's premium. 
The benefit available under this scheme, one is, Death Benefit-twice or 
thrice of the sum assured plus all bonuses on the basic sum assured till date is 
payable in a lump sum upon the death of the life assured. The second availed 
benefit is. Maturity Benefit - the sum assured plus all bonuses declared up to 
maturity date is payable in a lump sum on survival at the end of the policy 
term. There are the optional benefits that can be added to the basic scheme for 
extra protection option. An additional payment of premium is required to be 
paid for these additional benefits. 
Jeevan Mitra Triple Cover Scheme 
This is an Endowment Assurance Scheme which provides greater 
financial protection against death throughout the term of scheme. It pays the 
maturity amount on survival at the end of the policy term. 
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Under this scheme the premium is payable yearly, half yearly, quarterly, 
monthly or through salary deductions, as opted throughout the term of the 
policy or earlier death. 
This is a with profit plan and participates in the profits of the 
corporation's life insurance business. It gets a share of the profits in the form of 
bonuses. Simple reversionary bonuses are declared per thousand sum assured 
annually at the end of each financial year. A final additional bonus may also be 
payable provided a policy has run for certain minimum period. 
Buying this scheme is a long-term commitment. However, surrender 
value will be available under the plan on earlier termination of the contract. 
The policy may be surrendered after it has been in force for 3 years or 
more. The guaranteed surrender value is 30% of the basic premiums paid 
excluding the first year's premium. 
The benefit available under this scheme are. Death Benefit- Twice or 
Trice of the sum assured plus all bonuses on the basic sum assured till date is 
payable in a lump sum upon the death of the life assured. The second one is. 
Maturity Benefit- The sum assured plus all bonuses declared up to maturity 
date is payable in a lump sum on survival to the end of the policy term. 
There are also the provisions of optional benefit that can be added to the 
basic scheme for extra protection/option. 
Jeevan Anand Scheme 
This plan is a combination of Endowment Assurance and whole life 
plans. It provides financial protection against death throughout the lifetime of 
the life assured with the provision of payment of a lump sum at the end of the 
selected term in case of his survival. 
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Under this scheme the premium are payable yearly, half-yearly, monthly 
or through salary deductions as opted throughout the selected term of the policy 
or till earlier death. 
This is a with profit plan and participates in the profit of the 
corporation's life insurance business. It gets a share of the profit in the form of 
bonuses. Simple reversionary bonuses are declared per thousand sum assured 
annually at the end of each financial year. Once these profits declared, they 
form part of the guaranteed benefits of the scheme. Bonuses will be added 
during the selected term or till death, if it occurs earlier. Final additional bonus 
may also be payable provided the policy has run for certain minimum period. 
Buying this scheme is a long term commitment. However, surrender 
value are available on the plan, at earlier termination of contract. 
This policy has been surrender after 3 or more years of its enforcement. 
The guaranteed surrender value is 30% of the basic premium paid excluding 
the first year's premium. 
The benefit available under this scheme are, the sum assured along with 
the vested bonuses is payable on death in a lump sum. The sum assured is 
payable in a lump sum on death due when accident occurred up to age 70 year 
of life assured. In case of permanent disability of the life assured due to 
accident this additional sum assured in payable in installment. 
New Janaraksha Scheme 
This is an Endowment Assurance Scheme which provides financial 
protection against death throughout the term of plan. It pays the maturity 
amount to survival policy holder at the end of the term. 
Under this scheme the premium are payable on yearly, half-yearly, 
quarterly, monthly basis or through salary deductions, as opted by the policy 
holder, throughout the policy or earlier death. After at least two full years. 
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premiums have been paid; full insurance cover is available even when 
premiums are not paid for up to three years. 
The benefits available under this scheme: First one is. Death Benefit- the 
sum assured plus all bonuses till date is payable in a lump sum upon the death 
of the life assured during the policy term. The second one is, Accident Benefit-
the sum assured is payable in a lump sum on accidental death of the life 
assured during the policy term, in case of permanent disability of the life 
assured due to accident during the policy term, this benefit is payable in 
installments. The third one is, Maturity Benefit- the sum assured plus ail 
bonuses declared up to maturity date is payable in a lump sum on survival at 
the end of the policy term. 
There are the optional benefits that can be added to the basic plan, for 
extra protection an additional premium is required to be paid for these benefits. 
This scheme may be surrender after it has been in froe for 3 years or 
more. The guaranteed surrender value is 30% of the basic premiums paid 
excluding the first year's premium. 
2. Employee Money Back Schemes 
Money Back with Profit Scheme 
This scheme is a money back type assurance scheme which provides 
financial protection against death throughout the term of plan along with the 
periodic payments of survival at the specified durations during the term. 
Under this scheme premium are payable on the yearly, half yearly, 
quarterly, monthly basis as well as through the salary deduction as opted by the 
policy holder throughout the term of the policy, or till the earlier death. 
The benefit available under this scheme, the first one is - Death Benefit, 
the sum assured plus all bonuses till date is payable in a lump sum upon the 
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death of the life assured during the policy term irrespective of the survival 
benefits paid earlier. The second one is- Survival or Maturity Benefit- the sum 
assured plus all bonuses declared up to the maturity date will also be paid along 
with the final benefit at the end of specified period. 
There are some optional benefits that can be added to the basic plan for 
extra protection. An additional premium is required to be paid for these 
benefits and in return the company will pay double benefit for policy holders.^  
The court too accept this principle in, K.S. Usha v/s Brach/Divisional 
Manager, Life Insurance Corporation of India '® In this case G.L. Jagdeesh, 
policy holder of money back scheme of Rs. 25,000/ was died in a road 
accident. In the event of death of the life assured in an accident, as per the term 
of policy, double the sum assured has to be given to the nominee. Petitioner, 
the widow of G.L. Jagdeesh claim for such amount. 
The court held that LIC will be liable to pay such double amount and 
does not repudiate it on illegal grounds. 
This scheme may be surrender only after it has been in fore for 3 years 
or more. The guaranteed surrender value under this scheme is 30% of the basic 
premiums paid excluding the first years premium and all survival benefit paid 
earlier. 
Jeevan Surabhi Scheme 
This scheme is similar to the money back scheme. This scheme provides 
special interest or the people those who besides wishing to provide for their old 
age and family feel the need for lump sum benefits at periodical interval. 
The actual policy term under this scheme is 15, 20, 25 years and 
premium paying term is 12, 15 and 18 years of age. This scheme provides a 
specified percentage of sums assured on survival of policy holder up to 
specified durations. A life insurance cover is available throughout the term of 
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the scheme which increases after every five year of interval. The premium will 
be payable yearly, half yearly, quarterly, monthly basis as well as throughout 
the premium paying term of the policy or till the earlier death. 
The benefit available under this scheme: Death Benefit- the sum assured 
along with the additional cover, if any, plus all bonuses declared till death is 
payable in a lump sum on the death of the life-assured during the policy term. 
If the death occurs at anytime during the term of the policy, the sum assured 
along with the vested bonus will be paid. The other is Survival Benefit- a 
prescribed percentage of sum assured will be paid at the end of specified 
duration. All bonuses declared up to the maturity date will be paid in a lump 
sum." 
If the policy lapsed due to non payment of premium no other benefits 
should be paid to the deceased legal heir. This principle has been confirmed by 
the court in, Life Insurance Corporation of India v/s Smt. S. Sindhu In this 
case the question before the court was whether on lapsed money back policy, in 
which premium was paid only up to 3 years, the corporation will pay other 
bonuses to the survival of the policy holder, after his death. 
The court held that no other bonuses should be paid on the lapsed money 
back scheme. There is no provision under any statute like Insurance Act 1938 
as well as Interest Act 1978. 
This scheme may be surrendered after it has been in force for 3 years or 
more. The guaranteed surrender value is 30% of the basic premiums paid 
excluding the first year's premium in case no survival benefit payment has 
already fallen due. Where one or more survival benefits have fallen due, the 
guaranteed surrender value will be 30% of the premiums paid on or after the 
due date of payment of latest survival benefit. 
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Beema Bachat Scheme 
It is a money back scheme which offers financial security and assurance 
to the policy holder and his family in case of his death. This scheme requires 
the policy holder to pay only one premium. The amount paid for the premium 
depends on the duration of the policy taken and life insurance is available till 
the date of maturity. 
Under this scheme the person applying for the policy should have 
completed 15 years of age and should not be older than 66 years. The policy 
will mature when the person is 75 years old. There is a choice of three terms to 
choose from 9, 12, ad 15 years for the policy depending on the age and 
requirement of the applicant. The minimum sum that needs to be assured is Rs. 
20,000/- and there is no limit on the amount that can be assured. The sum 
assured should be in multiples of Rs. 5000/- only. The policy requires the 
policy holder to pay single premium. 
The benefit receive during the specified duration of policy are, for a 
term of 9 year - 15% of sum assured at the end of every 3rd and 6th policy 
year, for a term of 12 year- 15% sum assured at the end of 3rd, 6th and 9th 
policy year, for a term of 15 years 15% sum assured at the end of 3rd, 6th, 9th 
and 12th policy year. 
The benefit available under this scheme are-Death Benefit, in case of 
death, a lump sum amount should be provide to the nominee of the deceased 
policy holder. The corporation should not repudiate the claim of nominee on 
invalid grounds.'^ 
The above rule has been followed by the court in, Smt. Shanti Devi v/s 
Office of Insurance Ombudsman & Others ''' where the petitioner's deceased 
husband made a policy on 31*' Jan, 2002 during his life time under the money 
back scheme of life Insurance Corporation of India in its local office. The 
policy was lapsed due to non-payment of full payment of premium on 15"" Feb. 
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2003. However the insured Senior Divisional Manager of the LIC Allahabad 
had rejected the claim of his wife on account of her husband's death. On 18* 
January, 2005, Zonal Manager of LIC, from its office at Kanpur had also 
rejected such claim. On 2"** Feb. 2005, wife of insured was formally informed 
by the Divisional Office, Allahabad about the order of the Zonal Manager 
Kanpur, from which appeal preferred to insurance Ombudsmen, which uphold 
the repudiation action taken by the insurer. Again the wife of insured claim 
before the court which was of the view that there is no valid reason about the 
repudiation of the policy only on the ground that insured hide the fact of their 
disease. 
The corporation ordered for the payment of insured sum as well as other 
possible benefits which provide at the end of the term of the policy. 
3. Employee Whole Life Schemes 
Whole Life Scheme 
This scheme is unique devise to create benefit on estate for the heirs of 
the policy holders. This plan is basically provides for the payment of sum 
assured plus bonuses in the form of maturity claim on completion of age 80 
years or on the expiry of term of 40 years from date of commencement of the 
policy whichever is later. 
The premiums under the policy are payable up to age of 80 years of the 
policy holder or for a term of 35 years whichever is later. If the payment of the 
premium ceases after 3 years, a paid up policy for such reduced sum assured 
will be automatically secured, and provide the reduced sum assured exclusive 
of any attached bonus is not less Rs. 250/. Such reduced paid up policy is not 
entitled to participate in the bonus declared thereafter but the bonuses already 
declared on the policy will remain attach, provided the policy is converted in to 
a paid up policy after the premiums are paid for 5 years.'^  
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The benefit provides under this scheme is, Death Benefit- The sum 
assured plus all bonuses till date is payable in a lump sum upon the death of the 
life assured. In case of. Life Insurance Corporation of India v/s Smt Kiran 
Bala'^ court followed this principle in simple manner and does the justice. In 
this case Sh. H.K. Parhawk was insured with the life insurance corporation for 
a sum of Rs. 10,000/. After some time he died leaving behind his wife Smt. 
Kiran Bala. She applied for the payment of insurance amount due to her own 
account of policies, but the defendant repudiate the claim on ground that 
investigation conducted by them it was found that the insured was suffering 
from brain tumor, a fatal disease and could not be insured for his misstatement 
and suppression of facts in the proposal form. 
The court was of the view that there is no question about the 
misstatement or withholding of fact of his suffering from fatal disease like 
brain tumor as well as there is no evidence that the deceased died due to brain 
tumor. 
Again the court was of the view that there is no reason about the 
repudiation of the claim of the widow of the deceased. 
The second benefit provided is Maturity Benefit- the sum assured and ail 
bonuses can be taken by policy holder at any time after 40 years of policy 
terms. 
This scheme may be surrendered after it has been in force for 3 years or 
more. The guaranteed surrender value under this scheme is 30% of the basic 
premiums paid excluding the first year's premium. 
Whole Life with Limited Payment Scheme 
This is best scheme for the family of life assured, which provide the 
provision for the payment of all premiums during the ordinary vigorous and 
most productive years of life. 
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This scheme does not cease to participate in profits after completion of 
the premium paying period but continue to share in the periodical bonus 
distribution until the death of the life assured. If the policy holder pays at least 
3 year's premiums and then discontinues paying any more premiums, a reduced 
paid up assurance policy come into force. 
Such a reduced paid up policy will not be entitled to participate in the 
profit declared thereafter, but such bonus as has already been declared on the 
policy will remain attached thereto. 
The sum assured plus all bonuses to date is payable in lump sum upon 
the death of life assured as the death benefits, and should not repudiate claim 
on invalid grounds.'^  
As in the case of, Nlkhanta Mondal v/s Union of India^^ where one 
Srimati Chhaya Mandal took out a life insurance policy from LIC India. After 
some time she died. The nominee made the claim before the LIC India. But 
reftised from paying sum of policy on the ground that the information ftimishes 
by the policy holder in 'E' form is not correct. 
The court was of the view that there is no evidence of wrong 
information by policy holder regarding 'E' form. 
The corporation can not repudiate the claim of nominee and made the 
payment with all bonuses. 
This is a whole life assurance scheme and hence does not have a 
maturity date. The life assures can take sum assured plus bonuses at any time 
after 40 years from the date of commencement of the policy. 
This scheme can be surrender after it has been in force for 3 years or 
more. The guaranteed surrender value is 30% of the basic premium paid 
excluding the first year's premium. 
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Whole Life Single Premium Payment Scheme 
This is a unique plan which enables the life Assured to pay the premium 
during the ordinary or most productive year of life, relieving him from the 
necessity of making payments later in life when they might became a burden. 
This, single premium policy with profit do not cease to participate in 
profits offer on completion of the period for which premium has been paid, but 
continue to share in the periodical bonus distribution until the death of the life 
Assured. 
The benefits provide under the scheme are death as well as maturity 
benefit, the sum assured plus all bonuses till date is payable in a lump sum 
upon the death of life assured as the death benefit. This is a whole life 
assurance plan and hence does not have a maturity date. So the sum assured 
and all bonuses declared under the policy can be taken by policy holder after 40 
years from the date of commencement of the policy. 
The policy may be surrender after it has been in force for 3 years or 
more. The guaranteed surrender value will be 30% of the basic premiums paid 
excluding the first year's premium. 
Jeevan Tarang Scheme 
This is a, with profits, whole life plan which provides for annual 
survival benefit at a rate of 5 '/2% of the sum assured after the chosen 
accumulation period. 
This plan offer to the policy holder, three accumulation periods- 10, 15 
and 20 years. A policy holder may choose any of them. The premium can be 
paid regularly at yearly, half yearly, quarterly or monthly intervals basis as well 
as through the salary deductions over the accumulation period. Alternatively, a 
single premium can be paid on commencement of a policy. 
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The benefit provided by this scheme are- survival benefit, death benefit 
as well as maturity benefit. 
In case of survival benefit - On survival of life assured to the end of the 
selected accumulation period: vested reversionary bonuses in a lump sum will 
be payable. On survival of policy holder till the end of each year accumulation 
period; 5 '/2% of the sum Assured will be payable. 
In case of maturity benefit- on survival of life assured to the policy 
anniversary considering with or immediately following the completion of age 
100 years, the sum assured along with loyalty addition, if any, will be payable. 
In case of Death Benefit - in case of death of life assured during the 
accumulation period, the sum assured along with vested reversionary bonuses 
is payable. In case of death of the life assured at any time after the 
accumulation period, the sum assured along with loyalty, if any is payable. 
4. Employee Term Assurance schemes 
Two Year Temporary Assurance Scheme 
The two year temporary assurance scheme is designed for the insuring 
person who requires risk cover for a maximum of two years. Under this scheme 
a single premium is required to be paid at the outset of the policy to cover the 
entire period of term. The policy holder is required to pay the medical 
examination fee. The proof of age must also accompany the proposal. The 
policy issued will be only under without profit plan 
This scheme caters to the individuals who specifically require insurance 
cover against risk for a short period of two years, for instance persons who are 
required to go on tours for instance for a year or so. 
Under this scheme total sum assured given at the death of policy holder 
as death benefit. The survival benefit is not applicable under this scheme. 
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Convertible Term Assurance Scheme 
This plan of assurance is designed to meet the needs of those who are 
initially unable to pay the larger premium required for a whole life or 
"Endowment Assurance Policy," but hope to be able to pay for such a policy in 
the near future. This scheme would be found useful also in cases where it is 
desired to leave the final decision as to the plan to a later date when, perhaps a 
better choice could be made. 
Under this scheme the survival benefits is hit. The sum assured is 
payable only at the event of death of the life assured before the expiry of the 
specified term," 
5. Employee Unit Schemes 
Market Plus Scheme 
This is a unit linked pension plan wherein the pension is payable after a 
specified period. Four types of investment funds namely Bond, Secured, 
Balanced, and Growth Fund are offered. Though primarily this pension 
product, the plan has many attractive features and options which make it an 
ideal Retirement solution for the future. 
Under this scheme the premium can be paid in a lump sum (single 
premium) and also by monthly, quarterly, half yearly and yearly modes. There 
will be no spread between the bid and offer price. The Net Asset Value (NAV) 
will be declared on a daily basis. Additional premium in multiples of Rs. 1,000 
can be paid without any limit at anytime during the term of policy. 
This scheme provide the provisions of benefit in different form, which 
on vesting are utilize, to provide a pension based on the prevailing annuity 
rates. An option to commute up to one third of the payable benefit in a lump 
sum is available. In the event of the unfortunate death of the policy holder the 
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fund value along with the other benefit if any, will be payable in a lump sum or 
as a pension. 
Profit Plus Scheme 
This is a unit linked Endowment plan where the premium payment term 
is limited to single lump sum, meaning thereby one time payment in lump sum 
or uniformly over 3,4 or 5 years. The policy holder can choose the level of 
cover within the limits, which will depend on whether the policy is a single 
premium or limited premium contract, term chosen and on the level of 
premium, which the policy holder agreed to pay. 
This scheme can be opt by a person from 0 to 65 years of age with 
maturity period of policy from 18 to 75 years of term. This scheme can be opt 
from 5 to 20 years with the premium of Rs. 20,000 for single premium and Rs. 
10,000 p.a. for regular premium. 
Under this scheme premium paid regularly at yearly, half yearly, 
quarterly or monthly interval basis over the premium paying term of 3,4 or 5 
years. The minimum premium will be Rs. 10000/- AUiteratively, a single 
premium can be paid subject to a premium of Rs. 20,000/-
The benefit available under this scheme is Death Benefit - Higher of 
sum assured or the policy holder's fund value shall be available as death 
benefit. The second one benefit is Maturity Benefit- On the life assured 
surviving the maturity date of the contract, an amount equal to the policy 
holder's fund value is payable. 
Money Plus Scheme 
This is a unit linked Endowment plan with regular premium paying 
term, which offers investment cum insurance during the term of the policy. The 
policy holder can choose the level of cover within the limits, which will depend 
on the level of premium which policy holder agree to pay. 
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Four types of investment funds option are offered. Premium paid after 
the allocation charge will purchase unit of the fund type chosen. The unit fund 
is subject to various charges and value of units may increase or decrease, 
depending on the Net Assets. 
Under this scheme the premium can be paid yearly, half yearly, 
quarterly or monthly interval basis over the term of policy. The minimum 
annual premium will be Rs. 5,000/- increasing thereafter in muhiples of Rs. 
1,000/-. The minimum monthly premium will be Rs. 1000/- increasing 
thereafter in multiple of Rs. 250/-. 
This scheme can be opt by a person of age group from 0 to 65 year of 
age with the maturity policy period from 18 to 75 years. This scheme can be 
opt from 5 years to 30 years of policy term with minimum premium 5,000/-
The benefits available under this scheme are: Death Benefit, as well as, 
Maturity Benefit. The higher of sum assured or the policy holder's fund value 
shall be available as death benefit. For the life assured of age less than 12 years 
before the commencement of risk, the policy holder's fund value shall be paid 
in case of death. In case of maturity benefit on the life assured surviving the 
maturity date of the contract, an amount equal to the policy holder's fund value 
is payable. 
Fortune Plus Scheme 
It is a unit linked assurance plan where the premium payment term is 5 
years and the premium payable in the first year will be 50% of total premium 
payable under the policy. The level of cover will depend on the level of 
premium which a policy holder agrees to pay. 
Four types of investment funds are offered. Premiums paid after 
allocation charge will purchase unit of the fund type chosen. The unit fund is 
subject of various charges and value of the unit may increase or decreases, 
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depending on the Net Asset value. The plan therefore serves the purpose of 
insurance cum investment. 
Under this scheme the premium can be paid regularly at yearly, half 
yearly, quarterly or monthly interval of 5 years. The minimum first year 
premium will be Rs. 20,000/- and the policy holder may pay any amount 
exceeding it. From second year to onward, each year's premium will be 25% of 
the first year premium. 
This scheme can be opt by a person from 12 to 60 years of age with 
maturity period of policy from 18 to 65 of years of policy term. The scheme 
can be opt from 5 to 20 years of policy term, with the premium of Rs. 20,000/-
for first premium. 
The benefits available under this scheme are Death benefit as well as 
Maturity Benefit. In case of Death Benefit: Higher of sum assured or the policy 
holder's fimd value shall be available as death benefit. In case of Maturity 
Benefit on the life assured surviving the maturity date of the contract, an 
amount equal to the policy holder's fund value is payable. 
6. Employee Group Schemes 
Group Term Insurance Scheme 
The Group Term insurance scheme is meant to provide life insurance 
protection, to the groups of people. Under this scheme life insurance cover is 
allowed to all the members of a group subject to some simple insurability 
conditions without insisting upon any medical evidence. This scheme offers 
cover only on death and there is no maturity value at the end of the term. 
Group term insurance scheme has a number of varieties. The scheme 
provide a uniform cover, graded cover, cover of all amounts of outstanding 
housing loans or some other benefits, to the members of group. The schemes 
may have add-ons like Double Accident Benefit, Disability Benefit etc. 
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For group insurance scheme, the insurability condition is that, member 
should be a member of the provident fund scheme of the employer. For other 
General insurance schemes of employer employee groups, the insurable 
condition is that, the member should not be absent on the ground of sickness on 
the entry date. For all non-employer employee group schemes, the basic 
insurability condition is that the member should be in good heath on the date of 
entry. 
The premium under this scheme may be wholly paid by the employer or 
the Nodal Agency. However, the scheme may be contributory i.e. the members 
may also contribute. 
The double accident benefit, i.e. payment of double sum assured on 
death due to accident may be allowed under group insurance schemes for an 
extra premium. 
Group Insurance Scheme in lieu of EDLI 
All employers to whom the EPF and MP, Act 1952 applies, have a 
statutory liability to subscribe to EDLI, scheme, 1976 to provide for the benefit 
of life insurance to all their employees. Under this scheme the insurance benefit 
is equal to last 122 months, provided that where such balance exceeds Rs. 
35,000 subject to a maximum of Rs. 60,000. Thus if the length of service is not 
adequate or the salary is low the balance may be substantially less and such 
benefit to the employee's family is either adequate or non-existent. 
The advantage of this scheme to the employer are-
1. The premium payable by the employer is usually less than the total 
contribution being paid by the employer to R.P.F.C, particularly when 
the salary level is high and average age of the group is low. 
2. Settlement of claim is quicker; LIC requires only the death certificate 
and claim form for employer. 
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3. Premium paid by the employer is treated as normal business expenses 
for income tax purpose. 
4. The advantage available to the employee are that each employee is 
covered for a sum assured ranging between 5,000 to 2,00,000 depending 
upon the current salary and service put in from the day irrespective of 
the actual balance in the provident fund. Alternatively every 
employee/worker can be covered for a uniform sum assured which will 
be decided depending upon the group size. 
Under this scheme double accident benefit can be allowed to the extent of the 
Sum Assured for an extra premium. 
Group Superannuation Scheme 
This is a unique scheme under which employer contribute a certain fixed 
percentage of salary of each member. Such contributions are accumulated by 
Lie and the accumulated amount is utilized to provide various benefits. 
Under this scheme, it is not obligatory or statutory on the part of the 
employer to provide the pension to all the employees. It is entirely depend on 
him to decide, to which class/classes of employees, he desires to extend the 
scheme. The eligibility conditions may be defined on the basis of the 
designation or salary. 
The maximum contribution of a year that an employer can make to the 
pension fund and provident fund is restricted to 27% of the annual salary. The 
annual contributions are treated as deductible business expenses. 
The benefit available under this scheme are death benefit and retirement 
benefit, in case of retirement benefit- the corpus is utilized to provide the 
pension as per his choice, in case of death, the pension is payable on the life of 
the beneficiary. Corpus is utilized towards the payment of pension of the type 
which the beneficiary may opt and the benefit so received is tax free. A lump 
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sum payment by way of death besides the pension, if the employer has taken 
group insurance scheme in conjunction with group superannuation scheme.'^ ' 
The principle has been followed by the court in vary critical manners in, 
Miss Veera Arora v/s Life Insurance Corporation oflndia?^ In this case one 
Mahendra Nath Arora was working in a University and he was a member of 
Pension and Group Insurance Scheme, of LIC, India. He died on 2.11.1990 at 
Ayodhia Faizabad in the police firing deployed by the state to save the Babri 
Mosque. After his death, his daughter claim for double benefit of pension as 
well as insurance. 
In this case the court was of the view that the father of the claimant was 
not died by accident but goes with consent to violate the curfew rule at 
Ayodhia. So such benefit should not be given to her. 
Group Saving linked Insurance Scheme 
This scheme can be introduced by employers if certain percentage of 
employees is willing to join this scheme. For the new entrants of the company. 
the membership of the scheme is compulsory. 
Any employee irrespective of his present state of health is eligible to 
join this scheme subject to certain conditions. The only insurable condition is 
that the employee should not be absent irrespective of their medical ground on 
the date of commencement of the scheme. All employees who have not crossed 
the retirement age are eligible to join the scheme. 
This scheme provides protection at low cost without individual evidence 
of heath, and provides attractive returns on saving to meet post retirement need. 
It is a scheme which provides one umbrella for benefit of large group of 
people. 
The premium under this scheme decides on the basis of size of group 
and their occupation. The premium has two components, one is risk premium 
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and second is saving premium. The risk premium is utilized to offer tiie life 
cover and the saving premium is accumulated in member account. 
The double accident benefit is also allowed under this scheme to the 
extent of the sum assured for an extra premium.^ ^ 
7. Employee Special Schemes 
Jeevan Saral Scheme 
This is an Endowment Assurance Scheme, where the policy holder has 
simply chosen the amount and mode of premium payment. The scheme 
provides financial protection against death throughout the term of the plan. The 
death benefit is directly related to the premium paid. The Maturity sum assured 
depends on the age at entry of the life to be assured and is payable on survival 
till the end of the policy term. It also offers the flexibility of term and a lot of 
liquidity. 
Under this scheme premium are payable yearly, half-yearly, quarterly, 
or monthly through salary deductions as opted by the policy holder throughout 
the term of the policy or till earlier death. 
The benefit available under this scheme is, death benefit and maturity 
benefit. In case of death benefit 250 times of the monthly premium together 
with loyalty addition, if any, and return of premiums excluding first year 
premium, if any, is payable in lump sum on death of life assured during the 
term of the policy, in case of maturity benefit the sum assured plus loyalty 
additions, if any, is payable in a lump sum. 
This scheme can be surrender after it has been in force for at least 3 full 
years. The guaranteed surrender value will be equal to 30% of the total amount 
of premiums paid excluding the premium for the first year and all the extra 
premiums and premiums for accident benefit. 
377 
Jeevan Madhur Scheme 
This is a simple saving related life insurance scheme, where the person 
concern may pay premiums regularly at weekly, forth nightly, monthly, 
quarterly, half yearly or yearly intervals over the term of the policy. 
This scheme can be opt by a person of age group from 18 to 60 year 
with the maturity policy period of 65 years. This scheme can be opt as the term 
5 to 15 years, with the sum assured from 5,000 to 30,000. 
The benefits available under this scheme are maturity benefit, death 
benefit as well as accident benefit. In case of maturity benefit - the maturity 
sum along with other bonus will be payable. In case of accident benefit -
accident benefit payable on monthly installment basis till 10 years. 
This scheme may be surrender after at least two full years premiums 
have been paid. The guaranteed surrender value is equal to 30 percent of the 
total amount of premium paid.^ ** 
1.2. Employee Pension Schemes 
Jeevan Nidhi Scheme 
This is scheme a, with profits Deferred Annuity Scheme. On survival of 
the policy holder beyond the term of the policy, the accumulated amount is 
used to generate a pension for the policy holder. The scheme also provides a 
risk cover during the deferment period. 
Under this scheme a person from 18 to 65 years of age can be entered 
into, with the age of vesting from 40 to 75 years. This scheme is for 6 to 36 
years under single premium policies and 5 to 35 years under regular premium 
policies. 
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The modes of premium prescribe here are yearly, half yearly, quarterly 
and single premium. The sum assured limit is Rs. 50,000/- and in multiples of 
Rs. 5, 00/- therefore, with no upper limit. The minimum annual premium is Rs. 
3,000/- with minimum single premium of Rs. 10,000. 
On the death of the life assured during the deferment period of the 
policy, i.e. before the annuity vests, an amount equal to the sum assured under 
basic plan along with the accrued guaranteed additions, simple reversionary 
bonuses and terminal bonus, if any, will be paid in a lump sum to the appointed 
nominee, provided the policy is in force for full sum assured. Nominee will 
also have the option to purchase an annuity with this amount. 
Jeevan Akshay Scheme 
This scheme provides pension payment at a flat rate of interest from the 
time of premium is effectively paid and these payments continue for as long as 
the annuitant lives. The entire premium is payable in a one single installment 
by the purchaser. The premium rate is uniform for both and women. 
The monthly pension payment calculated at 12 per cent of the sum 
insured by the annuitant. The purchaser also can avail the redeeming 30 percent 
of the Guaranteed Insurance Sum (GIS) after seven years due to which his 
pension payments are granted at a slightly lower rate. 
The nominee or beneficiary of the annuitant will be compensated with 
the Guaranteed Insurance Sum plus a Final Terminal Bonus. This bonus is 
based on the surplus generated or the differential amount succeeding the period 
of pension payment. 
Jeevan Dhara Scheme 
This scheme provides long life pension and tax deferment to the 
employee. The employee can affect this scheme on a single premium basis. 
Level premiums can be paid for any period up to 35 years, and the premium 
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paying period is one year. The minimum half yearly premium is Rs. 50/- and 
yearly premium is Rs. 100/ 
The pension payment start at the age of vesting, which choice by the 
concern employee, but it can not be less than 50 years. 
The employee also have right to surrender after 3 year vis a vis before 
the date of vesting, if they surrender as per the limitation they can receive 80% 
or 90% of the premium paid. 
In addition to the payments during the lifetime of annuitants, this plan 
offers a lump sum payment to the annuitant's estate upon his death. This is 
called Give. 
Jeevan Suraksha Scheme 
This scheme is available with and without life cover which is very much 
like an Endowment Scheme. It offers a guaranteed pension for the life of the 
policy holder or a pension for the last survivor in case of joint life policy. There 
is no forfeiture in cases, if the premiums are discontinued. The policy holder 
also has the right to choice the option of a single or one time premium 
payment. 
The benefit available under this scheme to the concerned employee that 
he can avail, the long life monthly pension with an option to commute 25% of 
the sum assured free from tax. He can ensure last survivor annuity 50% after 
this death. If the unfortunate death of the policy holder cause, the remaining 
balance goes to the family.^ ' 
2. Insurance and Pension Schemes: In the Framework of State Bank of 
India 
The State Bank of India is the name of financial as well as insurance 
institution playing a big role in the economy of India. It providing a lot of 
insurance and pension schemes to the employees which are as follows-
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2.1. Employee Insurance Schemes 
1. Employee Unit Linked Insurance Schemes 
Horizon Ilnd Scheme 
SBI, Horizon Ilnd is a unique, non participating unit linked insurance 
scheme in India insurance industry, where the employee needs not to be a 
financial market expert. This scheme offers a flexible unit linked plan along 
with Atomic Assets Allocation which provides relatively higher returns on 
money, where as increasing death benefit provides higher security to the 
concerned. 
This scheme provide the liquidity option after 3 year with facility to top 
up his investment kitty within 15 days free look period from the date on which 
person concern receive the policy document. 
It can be join by a person of good health from age group of 0 to 60, with 
maximum age of maturity of 70 years. This scheme provides three fund option-
equity fund, bond fund and money market fund. 
It provides maturity benefit in the form of fund value at the end of 
policy term of 70 years and increases the death benefit for all enforced policies. 
In case of death after completion of age of 7 years, the nominee will receive the 
fund valance plus sum assured otherwise fund value is payable. 
Unit Plus Ilird Scheme 
This scheme is a non participating individual unit linked scheme. A 
person of good health in age group of 0 to 65 can take this scheme. 
This scheme provide, choice in mode of premium either single and 
Regular premium, choice of five investment fund option -equity fund, bond 
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fund, growth fund, balance fund, equity option fund with free change of 
allocation up to 4 time, choice in term for linked or whole life. 
Under this scheme, the maturity benefit as the full fund value on the due 
date will be paid in case of unfortunate event of death before or on 7 year-fund 
value, after 7 but before 65 year-fund value or sum assured less than partial 
withdrawals within the last 12 colander months, if death occurs after 65 years. 
Fund value or sum assured less than all the partial withdrawals made in the last 
12 calendar months before attaining the age of 65 year, plus all withdrawals 
made after attaining the age of 65 will be set off against the sum assured 
excluding partial withdrawal from top up amount. 
Unit Plus Elite Scheme 
This is a scheme which provides the value of the money to the customer. 
This scheme provide the freedom to choose, the type of cover: Gold cover -
provide higher of sum assured or Fund value, Plating cover: provide sum 
assured plus fund value. The fiind option: New Fund called as equity elite fund 
which matches investment strategies. Existing fund, growth fund, balance fund 
and bond fund. This scheme also provide for limited payment option. 
Unit Plus Child scheme 
This is a loyalty unit celebrating scheme for the child of the customer, 
which provide peace of benefit by providing triple cover benefit. 
The scheme provide new investment fund option that is Equity fund in 
addition to the existing fund with the payment of premium for limited period 
and reap benefit for a long time. 
This is a flexible plan which adapts the changing need of life. 
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2. Employee Pure Protection Schemes 
Life Swadhan Scheme 
This is a traditional term Assurance Scheme with refund of partial or 
total basic premium paid at the end of the term to the policy-holder. 
A person of age group from 18 to 55 years can take this scheme with the 
policy term of 5 or 10 years. The minimum sum assured under this scheme will 
be Rs. 3, 00,000 and maximum will be 3 crore. 
The benefit available under this scheme is - Death Benefit: full sum 
assured to the nominee will be paid on claim in case of death of policy holder. 
Maturity Benefit: 5% of total sum, if policy is for 5 year, 10% total sum if 
policy is for 10 years, will be paid. 
Life Shield Scheme 
This is a traditional pure risk policy that offers a substantial life cover at 
a very low cost. 
A person from 18 to 65 years of age is eligible for cover under this plan. 
Under this plan the maximum cover age is 65 year. The minimum policy term 
5 and maximum policy term is 25 year. The minimum sum assured is 3 lakes 
and maximum sum assured is unlimited. 
The benefit available under this scheme are - Death Benefit, depending 
on the cover chosen, the nominee will receive the sum assured under this 
policy. Maturity Benefit: no survival benefit available at the end of the term. 
Accidental Death or Total Permanent Disability Benefit- sum assured payable 
to the nominee. Waiver Benefits the payment of future premium will be 
exempted. 
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3. Employee Protection-cum saving Schemes 
Life Sudarshan Scheme 
A person of age group, from 12 to 62 on regular mode and from 12 to 65 
year on single premium mode can take this scheme. The policy term in case of 
regular mode minimum is 8 year and maximum is 30 year but in case of single 
premium mode minimum is 5 year and maximum is 30 years. The sum assured 
minimum Rs. 25,000 and maximum is Rs. 1 crore. 
This scheme provide two basic plan-
1. One is fixed sum assured plan- which give a secure amount at the 
end of fix period plus a bonus in the unfortunate event of death before 
maturity, the nominee would stand to receive the sum assured and the 
bonus accrued till that date. 
2. Increasing sum assured plan- it all increasing the sum by paying an 
additional premium compared to fixed sum assured. 
The benefit available under this scheme are-death benefit: sum assured 
along with the vested bonus in case of fixed sum assured plan, and sum assured 
at the rate of 5% p.a. along with vested bonus in case of increasing sum assured 
plan payable to the nominee. The maturity benefit: on the same rate as payable 
in case of death benefit. 
Life Scholar Ilnd Scheme 
This is a traditional participating scheme which is design to protect the 
child future education needs. Any one between 18-60 years of age can buy this 
scheme. This scheme covers to the child up to the age of 21 years. The sum 
assure under this scheme is minimum Rs. 50,000 and maximum is one crore. 
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This scheme granted payment at regular interval in four installments. At 
18 year 25%, at 19 year 25%, at 20 year of 25% at 21 year of 25% of sum 
assured, only last 21 year sum assured plus vested bonus should be payable. 
The benefit available under this scheme is- Death Benefit: in the event 
of unfortunate death of person during the term of the plan, child future remains 
secured in 3 ways one is 25% of sum assured is payable in four installment 
when the child attain the age 18 year to 21 years, second is that nominee 
receives the sum assured along with the bonus declared until date, and the third 
one is the family is not financial burdened in the absence of employee. 
In case of accidental death or accidental total disablement the policy 
holder receive the additional sum assured in 10 equal annual installments. In 
case of critical illness additional amount will be paid in lump sum. 
2. Employee Money Back Schemes 
Life Money Back Scheme 
This is a traditional saving with added advantage of life cover and 
guaranteed cash flow at regular interval. This scheme is design for individuals 
who want to plan for various financial obligations at specified time in life. 
A person of age group, from 15 to 60 years purchase this scheme for 10 
years, from 15-55 year purchase this scheme for 15 years, from 15-50 year 
purchase the scheme for 20 years and from 15-45 purchase this scheme for 25 
year. 
The sum assured under this scheme at minimum level is Rs. 50,000 and 
at maximum level is 5 crore. 
The benefits available under this scheme are: Death Benefit- in case of 
unfortunate event of death, sum assured plus vested bonuses willbe payable to 
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the nominee. The basic cover should be excluding in case of suicide in the first 
year of plan. 
The other benefit is Accidental Death or Accident Permanent 
Disablement benefit, which should be paid in addition to the sum assured in 10 
equal installments. In case of critical illness the additional payment made in 
lump sum. 
Life Sanjeevan Supreme Scheme 
This is a traditional saving scheme with added advantage of the life 
cover and guaranteed cash flow at regular intervals. This scheme has been 
design four plan option for 10, 15, 20 and 25 years. 
The person of age group, from 18-60 can opt this scheme for 10 year, 
from 18-55 can opt for 15 years, from 18-45 can opt for 25 and from 18-50 can 
opt for 25 years. The minimum sum assured is 50,000 and maximum is 5 crore 
under this scheme. 
The benefits available under this scheme are-Maturity Benefit- At the 
end of the growth period, the guaranteed pay out in 5 or 10 year depending on 
the plan option should be payable. The bonuses declared by the company get 
accumulated for the entire term of the plan. The Death Benefit- in case of 
unfortunate event of death during the term of plan, the nominee will raise sum 
assured plus vested bonuses, besides serving benefit already made. 
3. Employee Group Protection Schemes 
Life Sampoorna Suraksha Scheme 
This is a yearly renewable group term insurance scheme which provides 
life cover at comparatively lower premium than individual insurance to the 
group who are engaged in the similar kind of activities. It is available for both 
formal and informal group. 
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This scheme provides wide age coverage from 16 to 70 year for 
informal group and from 16 to 80 year for formal sector. 
In this scheme premium can be paid in yearly, half yearly, quarterly, 
monthly modes by formal groups, for informal group yearly, half yearly modes 
are available. The minimum sum assured are 10,000 under this plan. 
In the event of unfortunate death of the group member, the agreed sum 
assured will be payable. 
Life Super Suraksha Scheme 
This scheme is designed to offer life cover to group of persons, who 
share a common identity or affinity such as group of professionals, group of 
customers of bank, industrial workers, teachers and member for self help, etc. 
This product is designed to provide life cover starting from Rs. 5,000/-. 
depending on the need and desire of the group of members. Each member of 
the group will be covered for the sum assured upon mutual agreement. The 
product is able to provide cover at an affordable premium due to the benefits of 
coverage of a wide section, and the administered saving achieved. 
The age entry under this scheme at minimum level is 18 and maximum 
level is 64 years. The size of group in minimum must be 50 members. 
The benefit on death, the amount equal to the sum assured receives by 
the nominee. 
Life Super Surksha in Lieu of EDLI 
This scheme has been designed to help employer to meet the liability of 
cost effective rates with enhanced benefits. 
Under this scheme the life cover available to employees irrespective of 
their Provident Fund Balance. Premium rate will lower than the scheme launch 
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by Regional provident fund commission. No medical evidence required under 
this scheme. Sum assured range will be between Rs. 65,000/- to Rs. 1, 00,000/-
The premium paid by the employer is treated as normal business expenditure 
for income tax. 
Under this scheme additional coverage should be given by the employer 
in case of accidental death. 
Life Credit Card Scheme 
This is a non-participating group term insurance scheme. It is a simple 
and easy solution to cover the card holder of a bank/other financing entity, 
through a Group Master Policy. 
Under this scheme the excellent protection with customized solution 
given to card holders as well as twin protection against death and permanent 
disability provides comprehensive risk cover to card holder. 
This scheme provides flexibility to choose sum assured, benefits, 
premium payment modes etc. The attractive rate of premium makes this plan 
irresistible. 
This scheme help the card holder safeguard assets acquired through 
borrowing. 
6. Employee Group Saving Protection Schemes 
Life Nidhi Ralcsha Scheme 
This is a unique plan which helps the customer in saving. This plan is an 
excellent tool to ensure that the customer's saving will accumulate as originally 
planned, even in the unfortunate event of demise. 
This scheme will be available for a term of 1 to 10 years, subject to a 
maximum ceaseable age of 70 years. The sum assured starting from little 
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amount as Rs 5,000/- with no maximum limit. The nomination faciHty should 
be available under this scheme. 
This is a transparent plan in which benefit should be defined under the 
certificate of insurance. 
2.2. Employee Pension Schemes 
1. Employee General Pension Schemes 
Horizon Ilnd Pension Scheme 
SBI, horizon Ilnd pension is a simple scheme which fulfills the need of 
the employee after their retirement. This scheme is available with two 
investment plan. 
1. Dynamic plan- there a higher proportion of the money is invested 
in equity. It is ideal for longer period of term. 
2. Growth plan- there the investment in equity automatically 
decreases more rapidly as the fund is put into less risky option. 
This lead to more balanced approach, hence lower volatility 
coupled with good return in long run. 
A person age group of 18 to 60 can take this scheme for a minimum 
time to 10 and maximum to 52 years. There are three fund option-equity fund, 
bond fund and money market fund. SBI invest the money invested as per the 
option of the plan which a person concern choice. 
The benefits available under this scheme are- Retirement Benefit: At 
vesting age choices to withdrawal up to one third of the fund value in lump 
sum tax free as per the current law. The remaining fund has been used to buy 
annuity from either SBI life or from any other annuity provider. Death Benefit: 
death during the term of policy: pure pension fund value or fund value plus 
sum assured after deducing any mortality charges due but not paid during 
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policy year in which death occurs, death after vesting age: - death benefit 
depend upon the annuity option chosen. 
Life Long Pension scheme 
This is a pension plan which helps in accumulating enough saving to 
meet the old age needs and look for a reliable and enduring pension payment. 
A person of age from 18-65 years can purchase pure pension plan and 
from age 18 to 60 pensions cum life cover plan, with a minimum policy term of 
2-5 year and maximum policy term of 52-52 year. In case of pure pension plan 
as well as pension cum life cover plan, the minimum sum assured will be 
25,000 and maximum sum assured is 3 lakes. 
The benefit available under this scheme is maturity benefit: 33% in lump 
sum will be paid only after the accumulation period over and remaining 
balance invests in purchasing annuities from other insurance companies. The 
Death benefit: accumulated contribution plus minimum guarantee return plus 
vested bonus in case of pure pension plan and sum assured for life cover in 
case of pension cum life cover plan will be payable to the nominee during the 
accumulation period. 
Immediate Annuity Scheme 
This scheme has been design to cater the annuity need of the policy-
holder. This scheme provides immediate annuity payment from payment of 
purchase price. 
The person of age group from 60 to 70 year can take this scheme with a 
minimum annuity rate of 250 per month. This scheme provides choice of 6 
annuity option with the option of annuity periodicity-annually, quarterly, or 
monthly. 
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The annuity option under this scheme are-
1. Life annuity at constant rate. 
2. Annuity payable at constant rate, throughout the life of annuitant with 
facility of receiving on death of the annuitant a refund of 
3. Purchase price less than the sum total of the annuity already paid till 
date or death. 
4. Annuity payable at simple constant rate throughout the life of the 
annuitant with facility of receiving on death of annuitant 100% refund of 
purchase price. 
5. Annuity increasing at the rate of 1% or 2% or 3% per annum as the case 
may be and payable during the life of the annuitant. 
6. Annuity will be certain for 5/10/15 years as the case may be and for life 
thereafter. 
7. Last survival annuity will be either 100% or 5% of the last annuity 
amount. 
1. Employment Group Retirement Schemes 
Life-Cap Assure Gratuity Scheme 
This is a non participating yearly renewable traditional group gratuity 
scheme. Under this scheme the contributions paid continue to accumulate on 
traditional platform of investments and at the end of the financial year, an 
investment income earned on contributions is credited to the gratuity fund 
account. 
This scheme provides the flexibility to transfer partially the fund from 
this scheme to Unit Link-Golden Gratuity Scheme, with additional funding up 
to 3% to absorb exit penalty charged by the previous insurer. 
The benefit available under this scheme on retirement, higher of accrued 
gratuity benefits payable as per the scheme or gratuity Act. The occurrence of 
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total or permanent disablement additional payment on sum assured should also 
be payable. 
Life Cap-Assure Superannuation Scheme 
This is a non-participating yearly renewable traditional group 
superannuation scheme. The object of this scheme is to ensure that the 
underlying fund is accumulated in such manner so that the fund will be 
sufficient to purchase an employee upon his retirement/to the legal heir in the 
event of an unfortunate death during service. The employee would also entitled 
under this scheme for some benefit, defined as per the scheme rules, on his 
resignation, retirements, permanent total disability as well as, death in service. 
This scheme not only guaranteed the capital but also offers the benefit of the 
additional funding and many more added benefits. 
This scheme offer two types of benefit schemes-
1. Defined Benefit Scheme - the amount of pension and the other 
benefit are pre-defined in the scheme rules. Contributions 
required to fund as per the past service as well as the future 
service liability, of the member which determined by actuarial 
valuation. 
2. Defined Contribution- The amount of contribution is pre-defined 
in the scheme rules and an actuarial valuation may be performed. 
This scheme provide additional funding up to 3% to absorb exit 
penalty by the previous insurer, as well as unique fund advantage 
on return based on aggregate value of non linked fund. 
The benefit available under this scheme- for defined benefit scheme are; 
defined pension on retirement, defied pension sum assured at permanent 
disablement, defined pension plus sum assured payable in case of death to the 
nominee. For defined contribution scheme are: accumulate annuity on 
392 
retirement, accumulate annuity plus sum assured in case of death and 
permanent total disablement should be payable. 
Life Cap Assure Leave Encashment Scheme 
This is a non-participating yearly renewable traditional group leave 
encashment scheme. Under this scheme, the contributions paid continue to 
accumulate on the traditional platform of investments and at the end of the 
financial year, an investment income earn on the contribution is credited to 
employee CALE fund account. 
The only available benefit under this scheme is - Accrued leave 
encashment benefit: The accrued leave encashment benefit plus sum assured on 
total permanent disability as well as on unnatural event of death in addition to 
the basic sum assured, will be payable 
Life-Golden Gratuity Scheme 
The Life-Golden-Gratuity Scheme is a yearly renewable unit linked 
group gratuity plan. This scheme backed by strong investment team which 
provide an opportunity for higher market linked returns on corpus made by the 
past service liability payment as initial contribution and correct year liability as 
aimual contribution. 
This scheme can be opt by a group of 10 members upon the age from 18 
to 64 years. Under this scheme the annual contribution should be Rs. 50,000/-
and sum assured at minimum level should 1,000/-
The initial contribution can be paid in lump sum or in installments not 
exceeding five years. The contribution can be paid annually, half yearly, 
quarterly, or monthly as pre furred by the master policy holder. 
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This scheme provides facility to switch over various funds at any time. 
The minimum amount of switch will be Rs. 10,000 unless the 100% of the unit 
in a fiind as fund are switched to another fund. 
Life-Dhanrashi Scheme 
This is a traditional non participating group saving linked insurance 
scheme. This scheme will be applicable on both employer and employee. 
This is a convenient saving cum protection scheme which provide return 
on investment as well as additional benefit for each financial year. 
The benefit available under this scheme are - Accumulated Fund value 
for the Group Member is payable as per the scheme rules on Maturity. Sum 
assured plus accumulated fund value for the Group Member is payable as per 
the scheme rules on the death. 
Life Swarna Jeevan Scheme 
This is an immediate scheme for the corporate clients, which provide 
attractive annuity rate due to group effect. 
This scheme provides a variety of annuity option. 
One is single annuity-
1. Life annuity 
2. Life annuity with refund of purchase price 
3. Life annuity with balance of purchase price 
4. Annuity certain for 5 to 35 years and annuity for life 
5. Increasing life annuity. 
Second one is joint or survival annuity-
1. Joint life annuity 
2. Joint life annuity with purchase price 
394 
3. Joint life annuity with 5 to 35 years and joint life. 
This scheme provides entry criteria from 35 to 85 years for a member as 
well as the size of group at minimum level will be 50 and maximum, no limit. 
The minimum annuity amount will be Rs. 1,200/- per person per-annum. 
Life Group Superannuation Scheme 
This is a unique scheme which reflect not only employee attitude but 
also provides one of the best managed portfolio and protection service. 
This scheme provide two type of scheme-
One is define contribution scheme 
Second one is defined benefit scheme. 
Under this scheme the contribution will be credited into pooled fund. 
The investment will be made as per the rule of Insurance Act 1938. The interest 
will be declared by the company every year as per the earning. 
Under defined contribution scheme a separate account for each 
individual member for opening balance of the fund, total contributions 
received, investment returns and the closing balance of the fiind. The fund 
statement for individual member will be issued at the end of each financial 
year. Under defined benefit scheme, one running account maintain for each 
schemes. 
The benefit available under this scheme are- on maturity: one third of 
commute pension in case of both defined contribution schemes, will as in case 
of defined benefit scheme, on withdrawal: accumulated amount plus interest in 
case of defined contribution scheme and one third of maximum commute 
pension in case of defined benefit scheme will be paid.^ ^ 
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3. Insurance and Pension Schemes: In the Framework of Private 
Sector Corporations 
1. Insurance and Pension Schemes: In the Framework of TATA-AIG 
Insurance Company 
TATA-AIG, is a big Indian insurance company which providing 
protection shield for the employees by introduction of various schemes, these 
schemes are as follows-
1.1. Employee Insurance Schemes 
1. Employee Group Term Schemes 
Group Term Life Scheme 
It is a full time scheme for the employee those who are working as a 
permanent employee or as a employee on probation intended to became a 
permanent employee on completion of probation between the age group of 18 
to 64 year. 
The benefit under this scheme will typically at the flat rate or graded 
basis according to the status of job. This benefit will be a multiple of salary. 
This scheme provides death benefit, a lump sum payment to the 
nominee beneficiary of insured in the event of death due to accidental and non 
accidental causes. An advance payment of part of the sum insured may be 
made in the event that an insured is diagnosed with a terminal illness, such that, 
life expectancy is unquestionably short. A lump sum payment based on 
schedule of indemnities in the event of accidental bodily injuries such as loss 
limbs, speech, hearing, eye sight, etc is payable to the concerned employee. A 
lump sum payment is also payable in case of permanent disablement and if 
he/she prevented from any gainful employment for the reminder period of life. 
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In addition to these benefits under this scheme a lump sum payment in the 
event of death due to accident will also be payable. 
The only exclusion from the scheme is suicide by the employee within 
first year of coverage; the death benefit will also be limited to the refund of 
premiums paid for the insured member without interest. 
Group Term Life in Lieu of EDLI Scheme 
This scheme is for those employee who are member of provident fund 
through heir concerned organization or company in which they are working 
and actively contributing to the fund in the age group of 18 - 85 years. 
The basis of this scheme is that the rate of 0.51% of each member 
employee monthly salary (limited to 6,500 for purpose of EDLI Scheme) 
payable by the employer to the provident fund. 
Under the provision of EDLI scheme, as amended with effect from 1 st 
April 1993, the insurance benefit is equal to the average balance to the credit of 
the declared employee in his/her Provident Fund Account during 12 months 
prior to death, provided that where such balance exceed Rs. 35,000, the 
insurance cover would be equal to Rs. 35,000 plus 25% of the amount in excess 
of Rs. 35,000, subject to a minimum of Rs. 5,000 and a maximum of Rs. 
60,000. 
However this scheme offers a minimum sum Assured of Rs. 62,000 per 
insured member irrespective of their provident Fund Balance. The employer 
also has the choice to choose a higher sum Assured for the employees. 
This policy provides for a lump sum payment to the insured nominated 
beneficiary in the event of death due to natural causes, illness or accident. 
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Group Life Heath Plus Scheme 
This scheme is for those employees who are actively doing work as a 
permanent employee or the employee at probation intended to become 
permanent on completion of probation between the age group of 18 to 64 years 
of service. 
This scheme is for the customers/members of Employer, Banks, 
Financial Institution and other business concern thought a group insurance 
policy issued to the organization, which is called the group policy-holder. 
Customer/member of the organization is enrolled on either voluntary or 
compulsory participation basis under the group insurance policy as individual 
insured members. 
A minimum number of 50 members are required to avail this group 
insurance'policy. This scheme provides two options for joining this scheme. 
Under voluntary, a minimum of 10% participation of customers/members is 
required at inception, wherein the new customer/member should join the plan 
within 45 days of joining the group, and will not be allowed to join the plan 
thereafter. Under compulsory option, membership is compulsory for all new 
customer/members of the group policy holder. 
This scheme is a unique product single premium group health insurance 
plan, which provide a lump sum payment on diagnosis of any covered critical 
illness such as Cancer, Stroke, Hearth Attack, Coronary Bypass Surgery, 
Chronic Renal Failure, Major Orphan Transplant, Aorta Surgery, Beningn, etc. 
after 180 days of the date of commencement or date of reinstatement, 
whichever is later subject to the terms and conditions of the policy. The 
insurance benefit paid after 30 days. 
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Group Life Protector Plus 
This scheme is simple insurance plan that offer to the employee a 
comprehensive life insurance cover with double insurance benefit in case of 
Accidental death. This scheme is design for the group of employees, and 
members/customers of groups such as Banks financial institutions and other 
business concerns with moderate financial obligations to help them as well as 
to ensure financial support for their family, with age between 18 to 55 years. 
This scheme is offered through a group insurance policy issued to the 
organization customer/members of the organization those who are enrolled on 
either voluntary or compulsory participation basis under the group insurance 
policy as individual insured member. 
An organization with minimum of 50 members can avail this group 
insurance policy, under voluntary option, a minimum of 10% participation of 
customer/members is required at inception, whereas under compulsory option, 
membership is compulsory for all new customers/members of the group policy 
holders. 
This scheme offers in unit of Rs. 25,000 up to a maximum of 20 units 
per life. Flat cover options of Rs. 1 lac/2 lac. /5 lac. are also available. The term 
will be complete in 3 to 10 years of service. 
2. Employee Group Credit Life Schemes 
Life Group Single/Regular Premium Mortgage Reduction Term 
Insurance Scheme 
This scheme enable the employee to cover his/her mortgage obligation 
in case of death or disability and take advantage of lower rates as he/she apply 
under a group policy. 
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Under this scheme every residential mortgage loan borrower, aged about 
between 18-64 years is eligible to be covered for insurance. 
This scheme provides the options to the customer to choose between 
single and regular premium product. The rate of this product calculated on a 
group basis. The benefit under this scheme is in addition to other claims ,If any, 
the insured is entitled to, in case of death, the sum assured on the date of death 
would be payable in one lump sum to settle such insured member's mortgage 
loan. In the event of total and permanent disability, the reducing sum insured as 
the date of confirmation of the TPD would be payable in one lump sum to 
settle the mortgage obligation after a waiting period of 12 month. 
Life Group Single/Regular/Personal Loan Reducing Term Insurance 
Protection Scheme 
This plan is designed to cove short term or unsecured loans, such as 
personal loans/auto loans against death or total and permanent disability of the 
insured member during the term of the coverage. Every personal loan borrower 
aged between 18-64 years will be eligible to be considered for insurance under 
this scheme. 
Under this scheme in case of death, the sum insured on the date of death 
would be payable in one lump sum to settle such insured members loan. Under 
this scheme the rate of premium calculated on a group basis, the policy-holder 
enjoys the benefits of group economies. The policy-holder chooses between the 
single premium and the regular premium and the regular premium, product 
based on the requirement of his borrowers. 
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1. 2. Employee Group Pension Schemes 
1. Employee Individual Pension Scliemes 
1.1. Non Unit Link Schemes 
Life Comprehensive Superannuation Scheme 
This scheme is a voluntary scheme for the employer, those who are free 
to define the terms and condition of his eligibility, to this scheme. 
Generally the superannuation schemes can be of two types-
1. Defined Benefit (DB)- this scheme defines the amount of benefit that an 
employee receives at retirement. Actuarial valuation is conducted to 
determine the funding rate. A pooled fund is maintained for all members 
of the scheme. Upon retirement of a member, the amount required to 
secure the benefit is drawn from the pooled fund. The pooled fund 
should achieve the required funding level to enable the employer to meet 
the benefit obligations. 
2. Defined Contribution (DC)- This scheme defines the annual 
contribution that the employer will deposit into the scheme for each 
employee. Contribution is usually fixed as per the percentage of the 
employee's salary. The individual employee accounts reflecting the 
contributions and maintain the interest accumulations. Upon retirement, 
the individual account is released to provide funds to secure the benefits 
under the scheme. 
This scheme provides upon the retirement of the member payment for 
commuted value relating to the portion of the pension which the member may, 
in accordance with the rules, elect to commute, and to purchase an annuity in 
accordance with the company rules. The company also as well as provide 
payment of annuity/pension on the life of beneficiary, in accordance with he 
Trust rules as framed by the company. 
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This scheme allows the settlement of the retirement benefits through the 
single premium immediate annuity option as open market option. As per the 
request of policy holder under this scheme company arrange to purchase 
armuity contract from IRDA. 
Upon withdrawal under this scheme the value of vested benefit to 
another superannuation scheme is permissible. The retaliation of the value of 
the vested benefits under the policy for a pension from normal retirement date 
to the member or to the beneficiary in the event of death of the member prior to 
his retirement date is permissible. 
Life Comprehensive Gratuity Scheme 
As per the Payment of Gratuity Act 1972, an employer is obliged to pay 
gratuity to an employee after he/she has rendered a continuous service of at 
least 5 years. Gratuity is payable to an employee on normal retirement, 
resignation/early retirement, death or disablement due to accident or disease, 
completion of 5 years of service is not necessary in such cases. 
This scheme can be avail by the employee because Employer/Trustee of 
the gratuity scheme fund bears the liability. The employer remitted the 
recommended contribution for past service and an annual contribution for 
future service as per the actuarial valuation provided by the company, 
transferring existing assets if the scheme based on mutually agreed assets 
valuation. 
This scheme provide additional benefit of life insurance cover in the 
unfortunate future event of a serving employee's death, the coverage would 
provide a lump sum payment equal to the future service gratuity as well as a 
flat benefit amount determined at the inception and subsequent renewal of the 
coverage subject to the minimum of Rs. 1,000. 
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Life Group Immediate Annuity with Return of Purchase Price Scheme 
This scheme is an ideal solution to convert the employee's corpus to 
regular income. The regular income helps the employees to cope with the 
expenses that continue even when they stop working and in fact increases with 
age as a result of mounting health bills and increasing price. 
This scheme can be purchased through a single premium payment. It 
provides for annuity payments which are paid through the life of an annuitant. 
It is a non-participating single premium product. 
This scheme work through with the co-operation of employee as well as 
insurance company. All the employees are or authorize to transfer the single 
premium to the company. They need to choose annuity payment modes-
monthly, quarterly, half-yearly or yearly. The company guarantees to the 
employee a rate per thousand at the time of purchase and this depends on the 
age as well as the purchase price. The employee needs to opt for either 
receiving post dated cheques or a direct into their bank account. 
1.2. Unit link schemes 
Life Retirement Assurance Group Gratuity Scheme 
As per the payment of Gratuity Act-1972, an employer is obliged to pay 
gratuity to an employee after he/she has rendered a continuous service of at 
least 5 years. Gratuity is payable to such an employee on: normal retirement, 
resignation/early retirement. 
This scheme is designed to help the employee to bear the financial 
burden of paying gratuity and provide the employee with an opportunity of 
earning returns on the invested fimds. 
Under this scheme employer/trustees of the Gratuity Scheme shall fund 
for gratuity liability by-remitting the recommended contribution for the past 
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service and an annual contribution for the future service. Transfer of the 
existing assets, if any, should be to the company on mutually agreed assets 
valuation. For the proper working of this scheme, the fund will be managed on 
a utilized basis. Any contribution received will be converted into unit based 
fund as per unit price on the application of employer. The Fund Value of 
Gratuity Fund at any given time is based on the unit price declared at the close 
of business on the date which the units are allocated. 
Under this scheme an additional benefit of life insurance cover is 
included, in the unfortunate event of a serving employee's death, the coverage 
would provide for a lump sum payment equal to sum assured depending on the 
life cover opted by the Trustees with a minimum of Rs. 1,000/-
Life Retirement Assurance Group Superannuation Scheme 
This scheme is flexible scheme, which provide two option of define 
contribution vis. a vis define benefit. 
This is a voluntary scheme which provides criteria of eligibility in the 
hand of employer. The fund managed on the basis of utilization. A contribution 
received will be converted into unit based on the fund unit price prevailing at 
the close of business on the date on which the units are allocated. The fund 
value of a member's superannuation account will be depending on the number 
of unit of the member and net asset value of the fund. Twelve free fund 
switches are allowed in each policy year. 
Under this scheme, the benefit on the retirement will be up to a 
maximum of one third of the corpus afler commutation, the benefit on death 
will be payment of purchase annuity, in accordance with the Trust Rules. 
This scheme allows the settlement of the retirement benefit through the 
single premium immediate annuity option (with return of purchase price). On 
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the request of policy holder the company arranges the purchase of annuity 
contract and annuity provider approved by IRDA. 
This scheme provides on with drawl, the value of vested benefits to 
another superannuation scheme, value of the vested benefits under the policy 
and the immediate payment of pension benefit in accordance with the trust 
rules applicable to the company. '^ 
2. Employee's Retirement Schemes 
Life Investment Future Scheme 
This plan is built as a custom-made retirement solution to meet the need 
of capital accumulation, growth and indeed multiplication. This unit linked 
pension plan invests money in the fund according to the term of customer 
choice after deducting applicable charges. This scheme allows the employee to 
generate tremendous value by making money work harder, much like the 
employee. 
This scheme provides, flexibility of premium payment options in single 
or regular with limited premium payment option, flexibility of policy terms-
single premium; 5 to 35 years; regular/limited premium; 10 to 35 years, 
flexibility top choose from amongst six fund option including future capital 
guarantee pension fund which offer the twin benefit of market linked returns 
and guarantees employees principal amount and future select equity fund. 
This scheme can be maintain on single premium basis from 18 to 70 
years with maturity at 45 to 75 year on annual premium of Rs. 250,000, as well 
as on regular premium from 18 to 65 years with maturity at 45 to 75 years on 
annual premium of Rs. 10,000. 
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Life Easy Retirement Scheme 
This scheme is an individual annuity retirement scheme which provides 
better idea to convert employee corpus to regular income. The regular income 
helps the employee to cope with the expenses that continue even when 
employee stop working and in fact increase with age as a result of mounting 
health bills and increasing price. 
Easy retirement is an immediate annuity plan with return of purchase 
price which can be purchased through a single premium payment. This plan 
provides for annuity payments which are paid throughout the life time of an 
annuitant. 
This scheme can be maintain by purchasing annuity of amount 50,000 at 
the age from 21 to 80 years for life tie, at single premium payment, at 
minimum annuity installment of Rs. 3,000 p.a. 
Life Nirvana Scheme 
This is a flexible scheme which allows the employee to choose the 
retirement age from 50 to 65 years. 
Under this scheme the sum assured is payable on death during the 
accumulation stage or on vesting age. A guaranteed 10% addition to the sum 
assured payable at the time of death or vesting age if the policy has been in 
force for 10 years. A reversionary bonus declared from the 5th policy 
anniversary and created on each policy anniversary. A terminal bonus is 
payable at the time of retirement or death. A maximum of one third of the 
accumulated sum assured at vesting age can be commuted. The remaining can 
be used to purchase an annuity that pays a monthly pension for the rest of the 
employee life. 
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Life Assure Golden Year Scheme 
This is an endowment policy which provide both for safety and steady 
return. In the unfortunate death of employee, the dependents will receive the 
sum assured; otherwise employee saving will continue to grow and employee 
will receive both the sum assured as well as a host of bonuses. 
This scheme provide, guaranteed addition of 10% of the sum assured if 
the policy has been in force for 10 years or more, is payable on death or 
maturity. A reversionary bonus is payable on death or maturity or death if the 
policy has been in force for a minimum 10 year. Reversionary and terminal 
bonuses are non-guaranteed and are dependent on company performance. 
Life Investment Assurance Scheme 
This is a non-participating whole life Unit linked insurance scheme 
which offers a unique advantage of combining the protection of life insurance 
with the attractive prospects of investing in different kinds of securities through 
muhiple fund option. Under this plan the employee direct the investment by 
creating his own investment fund portfolio from a range of options to suit his 
need and preference. 
This scheme provides flexibility to choose the premium payment term 
from 5 years or for the entire duration of the policy vis a vis facility to increase 
the premium and sum assured through to-up premium. 
Under this scheme the benefit period will be the entire duration of the 
policy vis a vis entire life till 100 years of age. This scheme provides security 
to the family of employee in case of unfortunate event. This scheme provides 
opportunity to bring the additional income to funds that might have otherwise 
give to the employee minimum returns in his savings account, subject to 
market performance.^ * 
407 
2. Insurance and Pension Schemes: In the Framework of "Biria Sun 
Life" Insurance Corporation 
The Birla Sun Life is a top most private insurance company of India 
which providing a lot of schemes for employees, these schemes are beneficial 
not only for the employees only but for their dependent. These schemes are 
defines as follows-
2. L Employee Insurance Schemes 
1. Employee Protection Schemes 
Term Scheme 
This plan has been designed for the people those who wants to avail the 
benefits of life insurance at a low cost. It is a low premium, pure risk coverage 
plan which take care of policy-holder's financial commitments towards their 
family or dependants, or anything unfortunately happen. 
The person concern can take this scheme from 18 to 55 years of age. He 
can pay whole amount in a single premium or can divide whole amount in 
installment during the term of policy. This scheme provides the choice among 
the premium paying period. It can be paid-annually, semi-annually, quarterly, 
monthly of one time payment. The benefit period or the period for which this 
scheme is taken is 5, 10, 15, 20 or 25 years. 
The maturity benefit under this scheme is nil but the minimum face 
amount in the event of death of the policy holder will be given to the person 
nominated. 
Under this scheme accidental as well as death benefit is addition to the 
amount of cover will be given. The scheme provides help in the event of 
critical illness and happening of unfortunate event. 
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Premium Back Term Scheme 
This is a unique scheme design to offer an assured sum throughout the 
specified term. Unlike other schemes, this scheme returns the entire amount of 
premium that the policy holder pays after a period of time. Moreover this is a 
low cost insurance plan. 
Under this scheme the minimum coverage face amount of the plan is Rs. 
2,00,000/- with the benefit of 100% premium back plan for 10, 15 and 20 
years. The person of age group from 18-55 years can take this scheme with the 
premium paying option of an annual, semi-annual, quarterly or monthly basis. 
The benefit available under this scheme, one is maturity benefit-in 
which total premium paid over the term, will be paid back to the policy holder. 
The second is death benefit in which face amount along with the premium paid 
till date will be paid back to the policy nominee. 
Under this plan the surrender value is available and it varies with the 
payment term as well as the policy year in which the plan is surrendered.^ ^ 
2. Employee Saving Schemes 
Platinum Plus Scheme 
This scheme is a unit linked, non-participating, insurance plan with a 
policy term of 10 years and premium paying term of 3 years. This scheme 
provides an innovative investment fiind "Platinum Plus Fund 11". 
A person of age group from 18 to 70 years of age can opt this scheme 
with minimum annual premium Rs, 100,000, as well as minimum sum assured; 
5 X annual premium. 
Under this scheme, the investment risk in the investment funds is bom 
by the policy holder. The investment risk associated with the capital markets 
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and unit price may go up or down reflecting the market value of the underlying 
assets. Past performance is not guaranteed for future result. After the 
completion of three policy years, the policy holder can surrender the policy to 
the company and receive 100% of the fund value at that time. 
The benefit available under this scheme one is Maturity Benefit on 
maturity of policy, the fund value as well as the guaranteed maturity unit price 
will be paid. The second benefit is Death Benefit-in case of unfortunate event 
of death the fund value as well as sum assured after deducing the partial 
withdrawal amount should be paid to the nominee of policy .^ ° 
Gold Plus Scheme 
This scheme is a unit linked non participating, simple and hassle free, 
which provides right proportion between protection and savings. This scheme 
offers the benefit top-up besides providing liquidity in the form of partial 
withdrawals and surrender benefit. 
The person of age group from 18 to 70 years can opt this scheme with 
minimum premium of 50,000 and minimum sum assured; 5 x annual premium. 
The premium can be paid monthly, quarterly half yearly or annually through 
cheque, credit card, salary deduction and direct debit. 
This scheme offers multiple investment fund option which suit to their 
needs. The benefits available under this scheme are maturity benefit as well as 
death benefit. In case of maturity, the fund value will be paid and in case of 
unfortunate event of death, the sum assured and fund value after deducing the 
withdrawal amount will be paid. 
This policy can be surrendered any time during the term of the policy 
subject to a surrender charge. The surrender charge will be zero from 4th policy 
year. In case of surrender in the first 3 years the benefits will be paid out only 
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after the 3rd policy year. The surrender value from the date of the surrender 
remains constant till paid to the policy-holder. '^ 
Saral Jeevan Scheme 
This plan provides the dual benefit of protection and investment. This is 
a unique plan design to secure the life and build wealth at the same time, as 
well as easy and immediate life insurance cover. 
A person between the ages of 18 to 55 years will be eligible to buy this 
plan with three policy option for terms 10 years, 15 years and 20 years, 
provides the age at maturity is 65 or less. Under this scheme the policy holder 
has the option to choose as many covers to meet the insurance needs. Each 
cover represents Rs. 10000/- sum assured. The minimum number of cover is 6, 
9, and 12 for a policy term of 10, 15 and 20 years respectively. Under this 
scheme the premium can be paid annually, half yearly, quarterly or monthly 
and by salary deduction throughout the term of policy. 
This scheme provides multiple investment fund option to match the risk 
profile. If the policy holder wishes to diversify risk, may allocate premiums in 
varying proportions in the multiple investment fund options. The policy-holder 
has the benefit of allocating the premium in the new fund option multiplier that 
has been introduced along with this plan. 
In this scheme at the maturity of the scheme the policy holder receives 
the fund value. The nominee will receive the sum assured plus the fund value 
in the unfortunate event of death of life assured. Liquidity at the back of the 
hand of policy holder with unlimited free partial withdrawals and zero 
surrender charge after three year of policy term.^ ^ 
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Supreme Life Scheme 
This is a unit linked, non participating scheme which provides more than 
the just an increasing life insurance cover. It provides flexibility in the choice 
of investment and benefit return. 
The person of any age group from 18 to 60 years of age can take this 
scheme with the maturity of 70 years. The tenure of the policy is about 10 
years, 15 years, 20 years and 25 years, 30 yeas, 35 years and 40 years with 
minimum premium of 25,000. 
The policy-holder has the option in regard to the premium paying term. 
He can pay it till 3 or 5 years as well as throughout the whole term of policy. 
The scheme provides multiple investment fund option for the purpose to 
protect the benefit and interest on the premium. 
This scheme provides two types of death benefits. One is the sum 
assured plus fund value. The second one is sum assured increasing at 25% 
every five years plus fund value. The surrender benefit will also be payable 
after reducing the surrender charge. The surrender charges are nil after the 6th 
policy is surrender in the first 3 years. The surrender value will be paid out 
after the third policy year.^ ^ 
Dream Scheme 
This is a long term unit linked insurance scheme which specifically 
designed to provide financial security for the future requirements. 
A person of age group between 18 to 60 years of age can entered in this 
scheme with a choice of term from 5 to 25 years. This policy becomes mature 
when policy-holder completes 75 year of their age. 
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This scheme provides multiple investment fund option to recover benefit 
from the risk. Under this scheme the premium can be paid, monthly, quarterly, 
half yearly, or annually through the cheque, credit card and salary deduction. 
Under this scheme the guarantee maturity benefit depends on the choice 
of policy-holder. The scheme returns to policy-holder the maturity benefit as 
per the performance of investment option. A basic sum assured is also 
associated with the guaranteed maturity benefit. This amount is paid in the 
unfortunate event that insured die while the plan is in effect.^ '* 
Classic Life Premier Scheme 
This is unit linked, investment oriented insurance scheme which is 
flexible and help in the right proportion between protection and savings during 
life time. 
The person of any age group from 18 to 60 years cans enter into this 
scheme. This plan provides option in taking plan for 10, 20 or 30 years but this 
plan matures at the age of 70 years of policy holder, with minimum sum 
assured of 20,000. 
The minimum premium payment amount is 25,000 with the multiple 
investment option to match the risk profile and help in earning efficient returns 
on the fund. 
In case of unfortunate event of the death of policy holder if before the 
commencement of the policy anniversary, the fund value shall be payable. On 
the other hand in case of maturity of policy, the fund value shall be payable. 
This plan also offers the flexibility of surrendering the policy if the need 
arises. There will be no surrender charge, on the policies surrender after six 
completed policy years, which means that the entire fund value is payable to 
the policy owner. '^ 
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Simply Life Scheme 
This is a unique plan design to provide long-way in helping to realize 
the dreams. 
The person of age group from 8 to 50 years can entered into this scheme 
for a period of 10 years with the annual premium from Rs. 10,000 to 1, 00,000. 
The policy becomes mature at the age of 60 years of policy-holder. 
Under this scheme the premium can be paid monthly, quarterly, semi-
annually and annually. 
In the unfortunate event of death of policy-holder, the amount equal to 
the total of the sum assured and the fund value shall be payable. The higher of 
the fund value or the aggregate of all premium shall be payable to the policy-
holder on the maturity of policy 
There are no surrender charges from the 7th policy year to onwards. 
However if the policy is surrendered in the first three years the surrender value 
will be paid out after the third policy year. 
Prime Life Premier Scheme 
This scheme is a unit linked, investment-oriented single premium 
insurance plan, which is flexible as life and will help in striking the right 
proportion between protections and saving. 
A person of age from 30 days to 65 years can take this scheme for 5 
years with a single premium option. The policy will be matured at the age of 70 
years of policy holder. 
Under this scheme the minimum premium is 5,000 as well as the 
minimum sum assured is 25,000. This scheme provides multiple investment 
flind option to protect the policy-holder from their risk. 
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This scheme provides fund value as the maturity benefit as well as the 
higher of fund value and sum assured to the nominee in case of unfortunate 
event of death after deducing partial withdrawal amount. 
The guaranteed additions in the form of additional unit will be added to 
the fund value at the end of the 10th policy year and every 5 years thereafter 
while the policy is in effect. 
The policy can be surrendered at any time during the tenure of the 
policy. The surrender charges will be zero after the 4th policy year. In case of 
surrender in the first 3 policy years the benefits will be paid out after 3rd policy 
year.''^  
Prime Life Scheme 
Life is full of surprises. Prime life single premium scheme design to 
provide a best way to prepare for any unforeseen eventualities of future. This 
plan provides dual benefit of life insurance and investment return. 
The person of any age group from 30 days to 60 years can enter in to 
this scheme for minimum term of 40 years with the option of single premium 
payment. This policy will be mature at 100 years of the policy-holder. The 
minimum premium under this scheme is Rs. 20,000 as well as the sum assured 
is 15% of the single premium amount, minimum sum assured will be Rs. 
30,000. 
This scheme provides multiple investment option to save the policy 
holder from risk. The policy holder can switch between investment funds 
anytime during the policy term. In a year two switches are free. 
On the maturity of scheme the fund value will be paid. Higher of fund 
value or sum assured applicable to the partial withdrawals in the 24 months 
preceding the death of the insured. In the event of the death of the insured, till 
the age of 5, years only fund value is paid. In case of death at the age of 60 
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years or above, the sum assured will be reduced by the applicable partial 
withdrawals made since the life insured attained the age of 58. 
This policy can be surrendered at any time during the tenure of the 
policy. The surrender charges will be zero after the 4th policy year. In case of 
surrender in the first 3 policy years the benefits will be paid out only after the 
3rd policy year. 
Flexi Cash Flow Scheme 
This is a unit linked, non participating plan to give efficient return as 
well as tax free lump sum pay-outs, to take care of recurring needs. 
The person of age group from 13 to 65 years of age can opt this scheme, 
for the period of 10, 15, 20, or 25 years, with the regular premium payment 
option. The premium can be paid annually, semi annually, quarterly as well as 
monthly through the cheque, cash, credit card, salary deduction or direct debit. 
The minimum sum assured under this scheme will be 1, 00,000. This scheme 
became mature at the age of 75 years of policy-holder. 
The higher ftind value and guaranteed fund value will be paid as 
maturity benefit as well as death benefit to the nominee of the policy holder in 
case of his unfortunate death. At the end of 5 policy years the guaranteed fund 
at the percentage of sum assured applicable to the policy will be paid as 
survival benefit. 
This policy can be surrendered at any time during the tenure of the 
policy. The surrender charges will be zero after the 4th policy year. In case of 
surrender, in the first 3 policy years the benefits will be paid out only after the 
3rd policy year.^' 
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Flexi Save Plus Scheme 
This scheme is unit linked, non participating plan, design to give an 
efficient earning in the long term. 
A person o age group from 30 day to 60 years can entered into this 
scheme, for the period either 10, 15, 20, 25 or 30 years, with the minimum sum 
assured Rs. 2, 00,000 till the age 70 years Under this scheme the premium can 
be made annually, semi-annually, quarterly or monthly through the cash, 
cheque, credit card, salary deduction and direct debit. 
The higher fund value or the guaranteed fund value shall be payable at 
the maturity of scheme as well as paid to the nominee in case of unfortunate 
event of death of the policy-holder. 
This policy can be surrendered at any time during the tenure of the 
policy. The surrender charges will be zero after the 4th policy year. In case of 
surrender in the first 3 policy years the benefits will be paid out only after the 
3rd policy year.'*" 
Flexi-Life Line Scheme 
This plan is a unique unit linked, non-participating plan which provide 
efficient earning in the long term investment. The plan is flexible to make 
additional with lump sum investment to increase the saving portion of the 
policy. 
The person of any age from 30 days to 65 years can opt this scheme 
either for a term of 10, 15 or 20 year on the regular premium basis. The 
premium can be paid under this scheme annually, quarterly, half yearly as well 
as monthly through the cash,.cheque, credit card, as well as salary deduction. 
The minimum sum assured under this scheme will be 50,000. This policy will 
be mature at the age of 70 years of policy holder. 
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This scheme provides multiple investment option. In which the policy 
holder can invest to secure himself from risk. 
In the form of benefit under this scheme the fund value or guaranteed 
fund value will be paid as maturity benefit on maturity of the policy. In case of 
unfortunate event of death of the policy-holder the higher of fund value or 
guaranteed fund value or guaranteed fund value after deducing the partial 
withdrawal amount will be paid to the nominee. 
This policy can be surrendered at any time during the tenure of the 
policy. The surrender charge will be zero after the 4th policy year. In case of 
surrender in the first 3 policy years the benefits will be paid out only after the 
3rd policy year. '^ 
Single Premium Bond Scheme 
This is a unit linked, non-participating, investment oriented, single 
premium payment scheme which pays lump sum at maturity. 
This scheme can be opt by a person of 13 year for 5 year term, 8 years 
person for the 10 year of term of policy. This scheme becomes mature at 75 or 
80 years of the age of policy-holder. The minimum premium under this scheme 
will be Rs. 20,000 as well as the sum assured will be 125% of the single 
premium amount, minimum sum assured will be Rs. 25000. 
Under this scheme the benefits provide are maturity benefit as well as 
death benefit. The maturity benefit would depend upon the contribution made, 
and the term of the policy decides by the policy holder. On the maturity one 
higher of the fund value of the policy premium will be payable to insured. In 
case of the unfortunate death of the life insured, fund value or 125% of the 
single premium (sum assured), whichever higher is payable to the policy 
holder's nominee. 
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This policy can be surrender at any time after 3 policy years without any 
charges. The amount payable will be fund value.''^  
2. 2. Employee Retirement Schemes 
Flexi Secure Life Scheme II 
This is a unit linked non participating scheme. This scheme is designed 
in two phases; the build up or the accumulation phase and the annuity or the 
payout phase. 
In the accumulation phase the policy holder makes regular contributions 
to build the nest egg on retirement. The policy holder can utilize this amount of 
annuity, which can take care of needs of post retirement. 
The person of age group from 18 to 65 years of age can take this 
scheme. The policy-holder can take the life insurance cover in the retirement 
plan till the vesting age. Under this scheme the minimum sum assured for the 
life insurance cover will be Rs. 55,000 under the single premium plan and Rs. 
50,000 under the regular premium plan. 
This scheme provides multiple investment option to secure the employee 
from the financial risk. 
Under this scheme: upon the death of the life insured under a single 
premium policy term- the policy fund value or sum assured, upon the death of 
the life insured under a regular premium policy - the policy fund value or sum 
assured of the 10 time of regular premium will be paid as death benefit. 
This policy can be surrendered at any time after three policy years til! 
the vesting age. The fund value less the surrender charges will be paid to the 
policy holder. In case of surrender the policy before the completion of three 
policy years from inception, then the surrender value will be paid at the end of 
the third policy.''"' 
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Freedom Fifty Eight Scheme 
This scheme is a unit-linked, non participating pension scheme which is 
a simple and hassle free plan, help in accumulation of premium and the 
investment return thereof into a corpus of the retirement. 
The person of any age group from 18 to 80 years can take this scheme, 
for a minimum accumulation phase of 5 years, with regular premium payment 
option of 10,000 annually. 
In this scheme the investment risk in the investment funds chosen by the 
policy-holder is also bom by the policy-holder. The investment fund is subject 
to the investment risk and unit prices may go up or down reflecting the market 
value of the underlying assets. 
Under this scheme the premium can be paid monthly, quarterly, and half 
yearly or annually through cheque, cash, credit card and direct deficit. 
Under this scheme upon the unfortunate event of death during the 
accumulation phase, the fund value as well as death benefit will be payable to 
the nominee. The vesting date is the date on which the policy holder decides to 
end the accumulation phase and enter the income phase. The policy holder has 
the freedom to vest at any time after the completion of 5 policy years. On the 
vesting date, the fund value will be used to purchase an income stream payable 
for the rest of the life.'''' 
3. Pension and insurance schemes: Under the Framework of '^ Bajaj 
AUianz" Insurance Corporation 
Bajaj Allianz is a private insurance company which playing a big role in 
providing a lot of schemes for employees. These schemes are in different terms 
and conditions which are as follows-
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3.1. Employee Insurance Schemes 
1. Employee Investment Schemes 
1.1. Employee Regular Premium Schemes 
New Unit Gain Super Scheme 
A flexible unit link scheme which fully insures to the policy holder and 
provides market link to the fund with a host of additional benefit. 
In the form of additional benefit this scheme provides unit link death 
accidental benefit, unit link disability benefit, unit link critical illness benefit 
and unit link hospital cash benefit. 
This scheme provides the four fund option for the policy-holders. The 
policy-holder have right to transfer his policy from one fund to another 
according to the pay up to any time. It means that four options of fund, if one 
value decreases and other increase the policy holder can transfer his share. 
It allows flill and partial withdrawal after 3 years it is a market link fund 
scheme. 
Unit Gain Plus Gold Scheme 
This is a unique scheme with the combination of protection and 
prospects of earning attractive returns with investments in various securities 
that make a perfect scheme for the life of prosperity and happiness. 
This scheme provides seven types of investment fund which depends on 
the will of policy holder. If the policy holder wants can invest in all funds or 
more than one fund. Under such situation company provides 85% guarantee in 
the life cover. 
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The additional benefit provided under this scheme is unit link death, 
accidental benefit, critical illness, benefit, hospital cash benefit, family income 
benefit and waiver premium benefit. 
New Family Gain Scheme 
This is a flexible scheme in which policy-holder purchase the fix unit at 
particular time in the fixed period for which he holding the policy. The share of 
policy-holder in the form unit (premium-paid by policy holder) should be 
invested in the stock market. After the fix period of policy maturity period the 
sum assured + value of the unit should be given to the policy holder. Here the 
person concern can withdraw from the scheme after three year. 
This scheme provides unit link accidental death benefit, unit link 
accidental permanent totally partial disablement benefit, unit link critical illness 
benefit, unit link hospital cash benefit, and unit link family income benefit and 
unit link waiver of premium benefit. 
New Unit Gain Plus Sclieme 
This is flexible investment scheme with an option of withdrawing 
money whenever needed. It is a guaranteed life cover scheme with an option of 
life investment fund. The policy holder can withdraw after 3 years fully and 
partially. This scheme provides unmatched flexibility to meet with changing 
life style and insurance requirement. 
Century Plus Scheme 
This scheme is a limited premium payment term option plan with a 
unique combination of protection and attractive returns. It provides guaranteed 
life cover with twin benefits of sum assured plus fund value. 
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Under this scheme the premium payable for some limited period for 
which 98% distribute in various fund option in the 1 and 2 year and 100% 
distribute in 3rd year to onwards. 
Under this scheme loyalty units should also be given 7% annually from 
six year to onward. 
Young Care Scheme 
This is a unique scheme which provide way to reassure to the policy 
holder that he has taken care of the ones to whom he cherish. This scheme is 
gift of a life time for his loved one, as it offers a guaranteed sum assured and 
continued pay premium on the behalf of policy holder, in case of his 
unfortunate death and critical illness benefit.'*' 
1.2. Employee Single Premium Schemes 
New Unit Gain Premier SP 
This is a unique insurance cum investment plan that provides a zing to 
the investment from the start, by distributing 105% of single premium from 
first day in several investment fund option, thereby ensuring that policy holder 
will get more. 
It is a guaranteed life cover scheme with flexible option of withdrawal 
within 10 days. 
New Unit Gain Plus SP 
This is a single premium scheme that gives to the policy holder 
distribution of 98% in the investment fund option of their choice. 
It is a guaranteed life cover with full and partial withdrawal after the. 
three years. 46 
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2. Employee Traditional Insurance Schemes 
2.1. Employee Endowment Assurance Schemes 
Invest Gain Scheme 
Investment Gain is a specially designed scheme that offers a unique 
combination of benefits that helps in the development of a sound financial 
portfolio for family, of insured. 
This scheme is a limited premium payment option scheme. This scheme 
provides additional benefits such as accidental death benefit, disability benefit, 
critical illness benefit and hospital cash benefits, these benefits include 4 type 
life cover with a little extra costs. 
In case of death or accidental total permanent disability of insured, all 
future premiums are waived and 1% of the sum assured is paid monthly. 
Save Care Economy SP Scheme 
This is a one time payment investment scheme which provides the 
savings with high risk cover for 10 years and also participate in the profit of 
company, meaning thereby concern employee pay one time full premium 
amount or invest their money one for ten year, which participate in the profit of 
company. After 10 year employee receive full amount plus fund value. 
This scheme offers a high risk cover with easy liquidity and high return. 
Life Time Care Scheme 
This is a whole life scheme in which person concern pays the premium 
up to limited period and receives benefit till the death and after his death their 
survivor receive the benefit. This scheme thereby making sure that the person 
concern is financially secured at the time where he needs it the most. 
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This scheme defines additional benefits in the form of cover such as 
accidental death cover accidental death cover, disability cover, critical illness 
cover and hospital cash cover etc. 
Super Sever Scheme 
Supper sever is a regular premium endowment plan, which help the 
policy holder in saving regular amounts for a safer tomorrow. It also provides 
to the holder of policy with extra benefits of guaranteed addition amount plus 
sum assured at the end of policy years of term. 
2.2. Employee Money Back Schemes 
Cash Gain Scheme 
It is a quadruple cover (give protection around the four comers) money 
back scheme which gives guarantee of 125% payout in five installment plus 
bonuses. 
Under this scheme the additional benefits are also provided such as 
accidental death benefit, disability benefit, critical illness benefit and hospital 
cash benefit, vis a vis family income benefit. In case of death or accidental total 
permanent disability of insured, all future premium are waived and 1% of the 
sum assured is paid ponthly.^ * 
2.3. Employee Term Schemes 
Protector Scheme 
It is a mortgage reducing term assurance scheme, which at low premium 
helps the employee to secure his family against loan. It is an economical way to 
protect the family from the burden of repayment of the loan in case of death of 
the insured. 
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This scheme offers the convenience of choosing between two premium 
payment options- Regular premium payment and single premium payment. 
There is also an option to cover the co-applicant of the loan under this scheme. 
Term Care Scheme 
This scheme provides an economic way of protection of life. This is a 
term insurance scheme with dual benefit life cover plus return of premium paid 
on survival at the end of the term. This scheme also provides the single 
premium payment option. This is only pure term plan in the market to provide 
hospital cash benefit. 
New Risk Care Scheme 
This is the term assurance scheme with regular/single premium payment 
option to secure the life of employee. This scheme provides life insurance 
cover at the lowest possible cost. 
This scheme also provides additional benefits with regular premium 
such as accidental death benefit and accidental permanent total/partial 
disability benefit, critical ill health and hospital cash benefit etc.''^  
3. 2. Employee Pension Schemes 
1. Employee Annuity Schemes 
Pension Guarantee Scheme 
This plan is for those people who are very conscious about their old-age. 
This scheme provides regular yearly income to the policy holder for full life. 
Under this scheme a policy purchase for fix period of 15, 20, 25 years 
by the employee during which they invest money as well as pay the regular 
premium under this scheme. After the maturity of the scheme the concerned 
company starts to give yearly value of the amount invested.'*' 
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2. Employee Retirement Schemes 
Future Income Generator Scheme 
This scheme has been introduce for those people who wants to maintain 
his life style even after his retirement. An employee today's saving becomes 
his wealth and support to help secure his future. The retirement and pension 
plan perform the various needs of the person concern because it is an 
alternative to superannuation's and provident Fund. 
The employer does not promise a life time pension and every one does 
not have a government job. This flexible retirement scheme helps the employee 
in maintaining his life style and creates a monthly income that will give a 
whole life time protection. The employee save regular amount under this smart 
saving scheme. 
This scheme provides an option to avail up to l/3rd of the fund value as 
tax-free lump sum. 
Swarna Vishranti Scheme 
This plan enables employee to retire with laughter lines not worry lines. 
This scheme provides open market policy. The employee can purchase this 
scheme from open market and can take option to take a tax free lump sum up to 
33% of sum assured plus Accrued Bonuses. 
It is an additional life insurance protection at a nominal cost, with some 
kind of benefits such as accidental death benefit, disability benefit, critical 
illness benefit and hospital cash benefit as well as family income benefit. 
In case of death or accidental total permanent disability of insured, all 
future premiums are waived and 1% of the sum assured is paid monthly. 
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New Unit Gain Easy Pension Plus SP 
It is a unique unit link pension plan without life cover. This scheme is 
available at single and regular premium payment modes. This scheme is an 
open market saving scheme. The employee can purchase the annuity from the 
insurance company and choice the fund among any six fund options. This 
scheme also provides option to take a tax free lump sum payment up to 33% of 
sum assured. 
New Unit Gain Easy Pension Scheme, RP 
This is a unique unit linked pension plan without life cover, with the 
option of either single and regular premium payment option, as well as the 
option to take a tax-free lump sum up to 33% of the sum assured. 
This scheme provides multiple investment fund option with the three 
free switches every year. 
This scheme also provide open market facility to purchase annuity from 
any insurance company. '^ 
4. Concluding Remark 
At present there is a fairly wide variety of products both in the life and 
non life sectors, which introduce by the public as well as private sector 
corporations. So it can be imagine that the future growth of the insurance 
business in India will not be merely in terms of quantities, but also in respect of 
the qualities and range of products offered, the demand for which is sure to 
increase substantially. The new product players will attempt to secure a part of 
the untapped market by offering, variety of innovative product in addition to 
the normal life property, personal and liability covers presently being offered, 
and services at affordable price. 
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With the economic advancement, India is moving from a static to a 
dynamic situation in which several changes of social and political nature are 
taking place in the life of insurance industry as well as administrative and 
economic institutions. These changes are giving birth to neo categories of risks 
on account of factors such as increased economic activity; entry of new 
technologies in the country; political uncertainly, changes in environmental 
conditions, demographic profile; introduction of neo financial instruments; 
consumer awareness; and some unforeseen developments. 
It is, therefore, noted that the Indian insurance industry has been slow, 
but not totally inactive or unresponsive to their demand. Insurance companies 
in the nationalized sector have already started bringing out new policies, as per 
the changing needs of the country. 
So it can be said that newer and qualitatively superior covers are 
designing to meet new contingencies and to satisfy the growing expectations of 
peoples. 
In India, it is difficult to think about totally neo, unheard products. But 
there is scope to offer some new products, with some riders to improve their 
utility and demand. So there is necessity that the insurers enhance the quality of 
the existing products themselves with different new options and new features, 
keeping in view the customer preference.'^  
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CHAPTER-7 
INSURANCE AND PENSION: INDIAN JUDICIAL REACTIONS 
1. Introductory Outline 
It is too well known that all insurance and pension schemes are schemes 
of utmost good faith and any non-disclosure and concealment of vital material 
facts/information by the insurance and pension providers may jeopardize and 
affect processing of the claims field by the insured, when the need arises. In 
any case, after taking an insurance and pension scheme from insurance/pension 
providers the insured assumes that as and when the need arises, his 
losses/damages will be mitigated by the quick settlement of insurance and 
pension claims by the providers. However, the fact remains that in most of the 
cases, a claim is filled by the business entities, which are otherwise well 
covered by an insurance and pension policies, all sorts of pleas are taken and 
tactics are adopted by the insurance and pension providers to some how stall, 
reject or deny the claim filed by the insured and then the real struggle and 
battle, starts for the insurance and pension providers to somehow get the claim 
settled as early as possible through mutual consultations. This is indeed a real 
challenge for the officials of the insurance and providing entities and also the 
real test of patience for all concerned with the settlement of insurance and 
pension claim' 
It is really correct that under these circumstances, the most of the 
insurance and the pension providers finding no other option rather than 
approach the courts for relief 
If the lamp to justice goes out in darkness, how great is that darkness? 
The above quoted statement can be applied as a yardstick to measure the 
efficiency and efficacy of insurance and pension laws as well as their 
implemented schemes. History is replete with such instances that when the 
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legislations relating to the insurance and pension as well as their implemented 
shames faces credibility crisis, it is the judicial system which come to rescue 
the people. 
So there is no better test to judge the excellence of insurance and 
pension laws as well as their implemented schemes than the efficiency of 
judicial system, for nothing more nearly touches the welfare and security of the 
average citizen than his sense that he can rely on the certain and prompt 
administration of justice.^ 
2. Insurance Schemes: Judicial Observations 
In this present era our courts are playing a big role regarding the 
settlement of insurance cases. Day by day new complicated issues regarding 
insurance schemes faces by the judges and decide as per the laws, evidences, as 
well as the prevailing circumstances in which the courts can do justice. Such as 
in Lalsa v/s District IVth Upper District Judge, Basti & Other^  the court 
settles the dispute, who will be the legal heir of the deceased in respect of 
insurance claim. 
In this case where the Swaminath son of Gokul was an employee in the 
Railway Department, at the relevant time, he was posted at Gonda. He died on 
25-12-1978. After his death, his widow, Smt. Tirtha filed an application for 
issue of succession certificate in order to get amount of provident fund and 
insurance money, the total amount of which was 22,932.90. The petitioner 
was real cousin nephew of the deceased. He filed an objection challenging the 
status of Smt. Tirtha on the ground that she was not the widow of the deceased 
Swaminath as she was married to one Shankar and after his death; she 
contracted sagai marriage with Chetu, brother of her earlier husband Shankar. 
After the death of Chetu she was living with her parents. According to the 
petitioner, real wife of the deceased was Smt. Ramrani, who left him during his 
life time and contracted sagai marriage with one Asharfilal of another village. 
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The petitioner claimed that he being the nearest legal heir of the deceased was 
entitled to get insurance amount of deceased. 
This case has been come before the Allahabad High Court which frame the 
following issues-
1. Whether the amount of provident fund and insurance money is "debt"? 
2. Whether the heir of the decease employee can be claim for the issue of 
succession certificate in respect of the claim of provident fund and 
insurance amount? 
3. Whether the Smt. Tirtha is the legal heir of the decease Swaminath? 
The court decide these issues in the vary clear manner for the better 
understanding of the parties which are as follows-
Issue No.l. 
That the amount of provident fund as well as insurance money is debt. In this 
respect the court take opinion from the Apex Court judgment in Kesoram 
Industries and Cotton Mills Ltd. v/s Commissioner of Wealth Tax, Calcutta^'^ 
where the position has been summarized as- '^We have noticed the judgments 
cited at Bar. There is no conflict on the definition of 'debt.' All the decisions 
agree that the meaning of the expression 'debt' may take color from the 
provision of the concerned Act; it may have different shades of meaning. But 
the following definition has been unanimously accepted: "a debt is a sum of 
money which is now payable or become payable in future by reason of present 
obligation; debiturn inpraesenti, solvendum infuturo". The said decision also 
accepts the legal position that a liability depending on the contingency is not a 
debt in praesenti or in futuro till the contingency happened. But if there is a 
debt the fact that the amount is to be ascertain dose not make it any the less a 
debt if the liability is certain and what remains is only the qualification of the 
amount...." 
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Issue No. 2. 
That the legal heir of the decease employee can entitled for the issue of 
succession certificates in respect of provident fund and insurance money. In 
this reference the court relied upon the judgment of, Smt. Rajjo Devi v/s 
Nageshwa^'^ in which it was held that in order to establish the right of persons 
claiming provident fund money of any subscriber after his death to receive the 
money, the Provident Fund Act itself envisages that a succession certificate will 
be issued by tht court in respect of provident fund money. 
Issue No. 3. 
That, Smt. Tirtha, was widow of deceased Smaminath. She was living with him 
for last about 40 years. They were always treated as husband and wife. Not 
only this, the decease himself acknowledges Smt. Tirtha as his wife by making 
declaration in the forms and documents maintained by the Railway 
Department. 
Finally the court held that the Smt. Tirtha is the widow of the deceased 
and she can claim for the issue of succession certificate in respect of provident 
fund and insurance amount of deceased. 
Once another issue regarding the loan taken by the insured on the policy 
issue to him which was repudiate by the insurer was decided by the court in 
Life Insurance Corporation of India v/s Raj Kumar Rajgarhia and another ^ 
in which the plaintiff was the assignee of the insurance policy issued by a 
General Insurance Company which is now merged with defendant viz. LIC, 
India. 
On 7th April, 1955, one Smt. Bhagwandei Rajgarhia submitted a 
proposal and declaration to insurance of her life, for 1, 27, and 0000 /- which 
was accepted by the insurance company. On 5-5-1955, the insurance company 
in consideration of the premium paid and to be paid noted to the assured a 
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policy commencing from 1-5-1955 and agreeing to pay her assignee, executors, 
administrators nominators or other representatives in interest, the said sum on 
her death. The said assured, Smt. Rajgarhia on 11-5-1967 applied for an 
advance against the said policy, for the Rs. 12,510/- which was sanctioned by 
the insurance company and a loan bond was executed to the assured. 
On 11.3.1968, the assured duly assigned said policy absolutely in favor 
of the plaintiff and a notice of the said assignment was given to the defendant 
appellant by a letter dated 11.6.1968 which was duly registered by the 
defendant in its books. 
Smt. Rajgarhia Sought confirmation from defendant regarding the 
position of the said policy when the surrender value so proposed to be utilized 
was exhausted, so that she could keep policy in force. By a letter dated 23/28 
June, 1955, the defendant intimated the assured that at time of the said reply the 
said policy was proposed under the automatic non forfeiture clause and in the 
insurance policy until May 23, 1969, the meantime, it is to be noted that the 
premium had been paid up to 1967. On 25-5-1970, the said assured Smt. 
Bhagwandei Rajgarhia died such fact was duly intimated by the plaintiff to the 
defendant and a claim form was demanded for the claim of insurance amount. 
The defendant sent a claim form which was duly submitted by the plaintiff to 
the insurance company on 9-7-1970. The defendant had admitted the plaintiff 
claim under the said policy and also acknowledged its liability in that regard. 
But by a letter dated 21.8.1970 the defendant, for the first time, repudiated its 
liability for the said sum of Rs. 1,02,813,71 which was the sum, according to 
the plaintiffs, payable after deducting the unpaid premium, interest thereon and 
also the interest the principal amount payable under the loan bond. The 
defendant informed the plaintiffs that the policy in question was not in force on 
the date of death of the assured since the assured had not paid the premium due 
up to date and the surrender value of the policy was not sufficient to cover the 
total amount due from the assured. As such, on the date of death of the assured, 
the policy stood completely lapsed. 
439 
The matter posed before the Supreme Court which frame the following issues -
1. Whether on relevant date the principal amount of loan become due and 
payable? 
2. What is relevant date on which the amount of loan became due, either 
the date of death of decease or the date of the expiration of insurance 
policy? 
3. Whether the intention of the parties given the necessary weighage in 
references of the expression "amount due and payable" use in the 
agreement? 
The court gives the opinion about these issues in the following terms-
Issue No. 1. 
That the loan in question was advanced to the assured under the terms and 
conditions of the insurance policy read with the terms of the loan bond. Neither 
the insurance policy nor the loan bond specifically fixed a period of repayment 
of the loan in question. On contrary, the second term of the loan bond 
specifically says "the said advance shall not be repaid within the period of six 
month from the date on which the loan is settled." While the CI. 3 therefore 
obligates the borrower to pay interest to the Corporation @ 6 % per annum 
compounding half yearly on the said advance, it also stipulates that the first 
payment should be made on the date specified in the schedule. Therefore it can 
be said so far as the interest on the loan is concerned, the due date is as 
specified in the schedule while in regard to the repayment of the principal 
amount of loan, CI. 4 of the loan bond specified that the repayment of principal 
amount of loan shall be made when called upon to make repayment at the said 
office of said advance with all interest which may be due there on being given 
3 month notice to that effect. It is not the case of the defendant that they had 
invoked the right under this clause giving the time stipulated therein, and 
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thereby the loan amount with interest becomes due and payable on the relevant 
date. 
Issue No. 2. 
That, the defendant advance the amount of loan under the authority which 
given to him in terms of the insurance policy. Since the loan in question in the 
nature of advance on the security of the policy under the term of policy as well 
as the loan bond, the company was only authorized to recover the principal 
amount of loan either while settling the amount due under the policy or if it so 
desires, by invoking its right under CI 4 of the loan bond. In the instant case, 
since the company had not invoked its right under C1.4 of the loan bond. It 
must be constructed that the loan amount became payable only when the 
insurance company's obligation to pay the assured amount had occurred which 
in the instant case, was on the death of the assured. This view is further 
supported by the fact that even though according to the defendant the policy 
lapsed on 1-6-1969 (the relevant date) a date much prior to the death of the 
assured. The defendant did not take any steps to recover the loan amount by 
invoking CI. 4 of the loan bond. This only show that the defendant did not 
understand that the amount of loan become payable on the relevant date. At this 
stage, it is also to be noted that as per C1.4 of loan bond, the borrower was to be 
given three months time to discharge the loan if the company wanted the loan 
to be discharged. This clause being in the nature of an agreement between the 
parties until such notice is given to the plaintiff, it can not be said that the 
principal amount become due and payable. Therefore, the word "all money 
became due and payable" found in the automatic non forfeiture clause will 
have to be construe to means such amounts which not only become due but 
payable under the term of the agreement. So far as the principal amount of loan 
is concerned, same had become due and payable on the relevant date on which 
the defendant is not entitled to deduct the same when entitle for the surrender 
value. 
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Issue No. 3. 
That the intention of the parties to the document in question will have to be 
given necessary weightage in reference of the expression "amount become due 
and payable" and it is not possible to give a wider and liberal meaning merely 
because one of the parties to the said agreement is public authority. This view 
of the court is supported by the decision of Smt. Shashi Gupta v/s Lic!''^ in 
which the court held -while interpreting the term of the insurance policies if two 
views are possible contradict the court will not accept the one which favor the 
policy holder. 
Finally the court held that the it is an admitted fact that the relevant date 
as well as the date when the life assured died, the surrender value payable on 
the policy of the assured was more sufficient to adjust the premium due, the 
interest on the belated payment of premium and the interest that had become 
payable on the amount. Therefore, there was no question that the insurance 
policy in question having automatically lapsed even prior to the death of the 
deceased. 
The problem of misstatement is very common among the cases 
regarding insurance schemes; on such ground insurance providers repudiate the 
policy. Such thing happens in Santosh Kumar Gupta v/s Indian Life 
Insurance Corporation^ where the court intervenes and settles the dispute. 
In this case Pannalal took three policies on his own life from the 
respondent LIC, and declared the nominee to his wife Smt. Kamla Bai in 
second policy, and his son Santosh Kumar in first and third policy. First two 
policies are alleged to have lapsed on account of default in payment of the 
requisite premiums for the period in between 1.7.1980 to 1.7. 1981, but first 
policy was got renewed with interest on 14.8.1981 and second policy on 
24.8.1982. 
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However, Pannalal died on 21.6.1983 intimation whereof was given on 
8.7.1983 to the LIC, whereupon the LIC asked the nominees to furnish original 
policies, receipt of last premium paid so as to scrutinize the claims. On 
10.9.1984 the LIC under two different letters communicated rejection and 
repudiation of the claims of the present appellants under the aforesaid three 
policies on the grounds inter alia that the policy holder deliberately had not 
only disclosed false and inaccurate statement but also suppressed material facts 
about his ailment i.e. chronic renal failure and hypertension at the time of his 
proposal of taking aforesaid three policies during his own life as well as at the 
time of getting his two of policies renewed on 14.8.1981 and 28.4.1982. The 
parties file the case before the Rajasthan High Court. 
Hence, the following issues have been framed by the Rajasthan High Court-
1. Whether the insurance policy can be repudiate by the Corporation after 
two years on the ground of the inaccurate statements as well as 
suppression of material facts about the ailment on the part of policy 
holder? 
2. Whether the period of two years should be counted either from the date 
of commencement of the policy or from the date of the renewal of the 
policy? 
3. Whether the interest should be awarded on the delayed payment under 
insurance policy by the defendant Corporation? 
The court decide these issues in vary exhaustive manner which as follows-
Issue No. 1. 
That according to the first part of the section 45 of Insurance Act 1838, policy 
can not be repudiated after two year on the ground of misstatement on the part 
of the policy holder. Only second part of section 45 confers on the insurer a 
right to repudiate its obligation only on the proof and by establishing three 
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conditions expressly stated in it as well as quoted in the Vaid MC Shastri v/s 
Rampuri's case "^" in the following manner (a) that the statement must be on a 
material/ or suppressed facts while it was incumbent upon him (the policy 
holder) to disclose the same; (b) the suppression must be made be made 
fraudulently by the policy holder ; and (c) the policy holder must have known 
at the time of making the statement that it was false or that it suppressed facts 
it was material to on disclose. Keeping in view above three condition the court 
in the instance case after appreciating the evidence on record, conclude that the 
defendant failed to establish three conditions expressly stated in the second part 
of section 45 and hence it was no open to the LIC, to repudiate the contract and 
to avoid its responsibility to honor the claim for the policies in question after 
the expiry of two year. 
Issue No. 2. 
That the period of two year should be counted from the date of the 
commencement of the policy rather that the date of the renewal. In this 
reference the court relied on the judgment of LIC v/s Vesasi Bharti^''' where 
the court was of the view // the policy stand renewed and revived, than the 
period of two year would be counted from the date the policy become effective 
and commences. In other words, in case of the revival of the policy also the 
date effective for the purpose of two years used in section 45 would be date of 
acceptance of the original proposal. 
Issue No. 3. 
That the interest should be payable on the delayed payment under the insurance 
policies, in this reference the court take the help of the other decision of the 
Apex Court in Sovintorg India v/s SBf"^ where the Apex Court observed that 
the general provision of section 34 of CPC being based upon justice, equity 
and good conscience would authorized to the dispute settlement authorities to 
grant interest in lieu of damages or compensation in appropriate case. 
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Finally the court held that the so as a result of above discussion, this first 
appeal is allowed with costs throughout and direction that the appellants are 
entitled to award of interest. Accordingly, besides the decree aforesaid policies 
in dispute, for which no appeal has been filed by the LIC the court, also issued 
order for interest @ 15% per annum on the entire amount decreed under the 
impugned judgment till the realization of the decrial amount. 
Again the same issue has been decided by the court in Smt. Krishna 
Wanti v/s Life Insurance Corporation of Indict' In this case the appellant was 
the widow of one Shri Dharam Pal Puri, who expired on 5th August 1964. 
During his lifetime, Shri Dharam Pal Puri had taken out four LIC policies. 
In the suit, the appellant claimed the amount of four policies from the 
respondent corporation on the ground that she was the assignee under those 
policies. The defense taken up by the respondent was that the said Shri Dharam 
Pal Puri was suffering from heart disease and he knew about his ailment 
because he had consulted doctors about this disease but he had fraudulently 
suppressed these facts 
Here the main issues, therefore frame by the Delhi High Court are-
1. Whether the appellant can entitle to recover the amount under the 
policies? 
2. Whether the respondent can entitle to deny the payment of policy on 
the ground as the suppression of material facts of the illness of the 
policy holder? 
The court decided these issues to solve the reasoning of the factual matrix in 
such manners like as-
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Issue No. 1. 
That the appellant can entitled to recovered the amount of policy due because 
the evidences place by the Respondent Corporation are not sufficient to 
establish that the insured had the history of heart decease. 
Issue No. 2. 
That the Respondent Corporation can not deny from the payment of the policy 
\ on the ground of the suppression of material facts because the report of the own 
panel doctors of the Respondent Corporation who have examine the decease at 
the time of the taking out of the policy fail to establish that the decease was the 
heart patient. 
Lastly the court held that in these circumstances and for the above 
reasons, court allows this appeal, and the suit is decreed in terms of prayers, 
court grant interest @ 12% p.a. on the sum of Rs. 85,000/- from the date of 
death till payment or realization thereof. Cost of appeal to be paid by the 
respondent to the appellant. 
In Miss. Veera Arora v/s Insurance Corporation and Others^ the court 
settles a complicated issue regarding the payment of double amount of 
insurance in case of accidental death. 
In this case the petitioner's father Mahendra Nath Arora had been 
working within the University and he was a member of Group Insurance 
Scheme of the Life Insurance Corporation of India. He died on 2-11-1990 at 
Ayodhiya-Faizabad, Uttar Pradesh, on account of firing made by U.P. police 
and other forces deployed by the state to save the Babri Masjid. His family 
members had been paid the amount of insurance claim on the time, of Rs. 
1,01,907/- but the petitioner claim is that as per the terms of the policy they 
were entitled to the sum double of the insured amount and as said amount has 
not been paid they have approached the Rajasthan High Court. 
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The following issues frame by the court in the light of the argument as well as 
evidences placed by the parties. 
1. Whether the petitioner's father was died in the accidental death? 
2. Whether the petitioner entitled for the double benefit as per the terms 
and conditions of the policy? 
The court gives their opinion about these issues frame in the following 
manners-
Issue No. 1. 
That the death of the petitioner's father does not fall within the ambit of 
accidental death, his death was suicidal or sacrifice of life in the name of 
religion. This opinion of the court has been confirm by the decision of Gujarat 
High Court in Ambala Lallubhai Panchal v/s LIC IndieP'^ where the court 
observed that the word 'accident' has wide significance in its ordinary sense as 
well as though easy to understand when used in any particular context, is found 
to be difficult to define in a manner that would encompass all its shades of 
meanings. The expression 'accident' generally means some unexpected events 
happening without design, even though there may be negligence and it is used, 
in a popular and ordinary sense of the word, as denoting an unlocked for 
mishap or an untoward event which is not brought about by intension or 
design. It is however necessary to attempt any uniform definition of a term 
which has the utility of answering varied situation In legal contemplation, 
accident happens without any designed, intentional or voluntary causation 
such as an occurrence which happens by reason of some violence, casually or 
vis major without any design or consent or voluntary co-operation. An 
unexpected personal injury resulting from an unlooked or mishap or 
occurrence would be an accident The word accident would get its colors from 
the context in which it is used 
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Issue No. 2. 
That the petitioner can not entitled for the double benefit as per the terms and 
conditions of the policy because the death of the petitioner's father was coursed 
in police firing when he was violating the curfew at Ayodhia, it was not an 
accidental death in respect of which the petitioner can entitled for the double 
benefit under the insurance policy. 
In this case lastly the court held that if the aforesaid case is examined 
from that angle, it can not be said that the petitioner's father had died because 
of accidental death as it was a simple case of violating the curfew imposed by 
the state and he was a member of the group which had gone there to demolish 
the Babri Mosque. In such circumstances, his death may be held to be suicidal, 
sacrifice of life for his religious belief or martyr for a particular cause but 
certainly does not fall within the ambit of accidental death. More so, per force, 
the police firing occurred under the order of an Authority, this, the same 
remained to be a designed act. 
The petitioner is not entitled for relief sought for the petition, and the 
petition is dismissed. There shall be no order as to costs. 
The attitude of the court is toward the welfare of employees which is 
necessary for the prosperous economy. So the courts impose obligations on the 
insurance providers that without given notice the insurer can not repudiate 
policy. In Life Insurance Corp. of India & Other v/s Mukesh Devi and others 
* the court apply this principle. 
In this case the husband of the respondent, Ramjilal, was employed with 
Kotparti Rural Electricity Co-operative Society Ltd. which was consequently 
taken over by the Rajasthan State Electricity Board was insured with the 
appellant corporation under the "Salary Saving Scheme" an endowment policy 
for an amount of Rs. 50000/-. Ramjilal had authorized his employer to deduct a 
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sum of Rs. 216.70 from his salary every month in respect of the said policy and 
after deduction, to pay the same to the appellant corporation. 
According to the appellant corporation, the premium of the said policy 
for the month of February and March, 1990 was not deducted from the salary 
of Shri Ramjilal and not remitted to the appellant corporation. Ramjilal expired 
on May 22, 1990 and, as such, the policy stood lapsed due to the non payment 
of monthly premium in the time and even within the grace period allowed as 
per the condition of the said policy. 
Here the respondent filed a writ petition for the payment of insurance amount 
before the High Court of Rajasthan which frame the following issues-
1. Whether the policy can be repudiate on the ground of the non payment 
of the premium by the employer of the insured? 
2. Whether the duty owes on the employer to collect the premium and 
remit it to the Respondent Corporation? 
The court decided these issues in the following manners-
Issue No. 1. 
That the insurer can not repudiate the claim on account of the policy lapsed due 
to non payment of premium by the employer of the insured. This contention 
was countered by the judgment in Delhi Electricity Supply v/s Basanti Devi 
and others "° where the court was of the view that an employee is not being 
given any separate premium notice nor any receipt for the premium received. 
In that event, it is for the LIC, the insurer, to intimate the employee that the 
employer has not remitted the premium, which was deducted by it. 
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Issue No. 2. 
That the duty owes on the employer to collect the premium and remit the same 
to Lie. It can not be said that the employer was not liable for deducting and 
remitting the same to LIC, because as for as employee is concerned, employer 
will be agent of LIC, when there is no insurance agent as defines in the 
Regulation and Insurance Act, general principles of the law of agency as 
contained in the Contract Act are to be applied. The employee was also made 
to believe that it is the duty of the employer to collect the premium by deducing 
from the salary of the employee covered under the agreement every month and 
remit the same to the LIC. 
Finally the court directed the appellant corporation to pay a sum of Rs. 
50, 000/- with 6% interest from date of death of the deceased till the actual 
payment is made within one month from today the rate of interest is reduced 
from 12% to 6% per annum by the consent of both the parties. The cost is also 
reduced from 5,000/- to 2000/- by the consent of both the parties. 
Today's in most of the cases the problem is facing that the insurance 
providers repudiate the policy on the ground of fake medical examination. 
Under such situation the innocent victim dose not suffers, it is the 
responsibility of the court. In Life Insurance Corporation of India Limited 
and another v/s Smt. Kiran Baia^ the court saves to a victim of such situation. 
In this case the husband of the plaintiff Sh. H.L. Parhawk was insured 
with the defendants for a sum of Rs. 10000/- under one policy and for a sum of 
Rs. 30,000/- under second policy. He died in the year 1983 leaving behind his 
wife Smt. Kiran Bala. She applied to the defendants for payment of policies 
insurance amount but the defendants repudiated the claim on the ground that on 
investigation conducted by them it was found that the insured was suffering 
from brain tumor, a fatal disease and he could not be insured due to the reasons 
for his misstatement and suppression of facts in the proposal form. 
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On the facts of this case, the Himachal High Court frame the following issues-
1. Whether the insurance policy can be repudiate on the ground of 
misstatement on the part of policy holder? 
2. Whether the interest can be awarded on the insurance amount? 
The court gives their opinion about these issues in the following manners-
Issue No. 1. 
That the insurance policy can not be repudiate on the ground of misstatement 
about the ailment on the part of the policy holder as per the perusal of the 
section 45 of Insurance Act shows in the Life Insurance Corporation of India 
v/s Smt. G. M. Channabasemma^''^ where the court was of the view that to 
repudiate the insurance policy on the ground of misstatement on the part of 
policy holder, three conditions prescribed under the section 45 of Insurance 
Act must be fulfill otherwise the policy can not be called in question, because in 
the present case the conditions laid down by the section 45 of Insurance Act are 
not fulfill 
Issue No. 2. 
That the interest should be awarded on the insurance amount because there is 
no bar in policy document to disentitled the plaintiff from the interest. In this 
reference the court take assistance from the judgment of Delhi High Court in 
Smt Shanta Trivedi v/s Life Insurance Corporation of India '"'' where the 
court was held that the express bar in the policy document to disentitled from 
the interest on the amount of insurance deprived to the policy holder from the 
claim of the interest on the amount of insurance 
Finally the court held that the defendants shall pay an amount of Rs. 
40000 to the plaintiff under policies, along with interest at the rate of 12% per 
annum from 1.7.1983 till the date of payment, on filing of court fee on the 
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amount of Rs, 40000 within a period of 30 days from the date of decree and 
judgment, failing which she would stand non suited for her claim of recovery 
of the amount of insurance policies. 
Again the court in Shri Rao Saheb Mahadev Gayakwad and Others, 
Petitioners v/s Life Insurance Corporation of India & Another^^ save the 
victim against the repudiation of contract. 
This writ petition is presented against the Life Insurance Corporation of 
India challenging the action on the part of Respondent Corporation in 
repudiating the contract between Appasaheb M. Gayakwadout who died on IB-
S'1998 and Respondent Corporation in respect of life insurance policy which 
the said person had taken during his life times for a sum of 5, 00, 00 /- issued at 
28-11-1998. The petitioners who were the nominee of the deceased policy 
holder are aggrieved by the repudiation of the contract and non settlement of 
the insurance amount due, under the policy by the Respondent Corporation, 
and have questioned the legality and correctness of the same before the 
Kamataka High Court by filing the writ petition. 
The Kamataka High Court frame the following issues-
1. Whether the LIC India can repudiate the contract after two years of 
policy issued on the ground of the suppression of material facts on the 
part of insured that he was suffering from AIDS? 
2. Whether the evidences place before the court by the respondent 
corporation are sufficient for the act of repudiation on the part of the 
corporation? 
The court was of the view on the issued framed as-
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Issue No. 1. 
That the respondent corporation can not repudiate the contract after two year 
from the date on which the policy was effected on the ground of the 
suppression of material fact that the insured was HIV positive, because the 
insurer dose not placed such evidences before the court which show that such 
statement was on a material matter or suppressed fact which it was material to 
disclose and that it was fraudulently made by the policy holder and that the 
policy holder knew at the time of making it that the statement was false or that 
is suppressed facts which it was material to disclose as enshrine under the 
section 45 of Insurance Act 1938. In this reference the court relied on the 
judgment of Life Insurance Corporation of India v/s As ha Goel^'^'^ in which 
the Apex Court explain section 45 of Insurance Act 1938 in a very clear 
manner and held that on the fair reading of section 45 it is clear that it is 
restrictive in nature. It lays down the three conditions for the applicability of 
the second part of the section namely- a. that the statement must be on material 
matter or must suppress the material fact which it was of material to disclose; 
b. the suppression must be fraudulently made by the policy holder; and c. the 
policy holder must know at the time of making the statement that it was false or 
that it suppressed the fact which it was material to disclose. Mere inaccuracy 
in respect of some item in the proposal is not sufficient. The burden of proof is 
on the insurer to establish these circumstances and unless the insurer is able to 
do so there is no question of the policy being avoided on the ground of 
misstatement of facts. 
Issue No. 2. 
That the material placed by the respondent corporation does not clearly clinch 
this aspect in favor of the corporation. It is no doubt true that the corporation 
has some doubt but it does not lead to the irresistible conclusion that there was 
a fraud on the part of the policy holder or that he deliberately suppress the 
material facts. 
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Finally the court held that if the averment of the respondent corporation 
is to be accepted at its face value it can not be said that the decision of 
corporation repudiating the contract either arbitrary or without any justification. 
However it is a well established principle than the onus of making good any 
allegation of fraud is on the person pleading fraud and that too by cogent 
evidences. On the material placed before this court it is not possible for this 
court to give the findings that the fraud having been committed by the insured. 
The court is of the view that as between the petitioner and respondent 
corporation it should not be to the detriment of the petitioners pending such 
determination. Under such circumstances that the corporation is being directed 
to make payment in terms of the policy tentatively and is being given an 
opportunity to make good its plea of fraud by filing a suit for declaration that 
the contract is one avoidable because of practice of fraud on the part of the 
insured. 
The nature of insurance schemes is varying complicated but it can be 
easily carriable by the tripartite contractual relation between the employer, 
employee and corporation. Such principle was accepted by the court in-
Chairman, Life Insurance Corporation and Others v/s Rajiv Kumar 
Bhasker^' in very exhaustive manners. 
In this case Life Insurance Corporation floated a "Salary Saving 
Scheme" which envisaged a life insurance policy for salaried employees. The 
scheme envisages that the employer would be person of sole responsibility to 
deduct premium from the salary of the employees and remit it to the 
corporation by means of single cheque, and no individual premium notice was 
required to be sent to neither any employee nor a receipt given therefore. It was 
also for the employer to inform the corporation about the changes in the staff as 
soon as they occurred including the fact of cessation of employment. The 
concerned employee was never made aware of the correspondent between the 
corporation and the employer. In this case due to some reasons, the employer 
did not deduct the premium from the salary of the concerned employee. Upon 
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the death of the concerned employee, his heirs and legal representative either 
filed writ petition before the Supreme Court. 
The court frame the following issues which are as-
1. Whether the Salary Saving Scheme provides a tripartite arrangement? 
2. Whether the employer will be responsible for deducting the premium 
from the salary of the employee and remitting them to the insurance 
corporation? 
3. Whether an agency can be created expressly or by necessary 
implication? 
4. Whether in terms of the contract the corporation as well as agent on the 
one hand and insured on the other hand liable to comply with their 
respective obligations? 
The court decide the issues one by one in the following terms-
Issue No. 1. 
That the Salary Saving Scheme provides for a tripartite arrangement. As the 
terms of the scheme prescribed that the corporation itself approached the 
employers and they agreed to such proposal; upon acceptance whereof by the 
corporation, the employer address a letter to the concerned employees giving 
detail about the scheme. In the letter of corporation, it was projected that it was 
the scheme of employers itself The employers were, thus, allured to ask their 
employees to agree to the proposal, on the premise that the same would amount 
to a practical demonstration of their interest in the welfare of those who help to 
make the companies successful and, furthermore, which would also be in tune 
with the "present social trend". 
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Issue No. 2. 
That in terms of this tripartite arrangement the employers will be responsible 
for deducing the premium from the salary of the employees and sent the same 
to the corporation by one cheque. As the terms of the policy also contain that 
the employee would have no knowledge about the contents of the 
correspondence passed between the corporation and their employers. 
Issue No. 3. 
That, an agency can be created expressly or by the necessary implication. It 
may be true that the employers in response to the proposal made by the 
corporation stated that they would act as an agent of their employees and not 
that of the corporation. But, the expression 'agent' in such circumstances may 
not mean to be one within the meaning of the Life Insurance Corporation of 
India (Agents) Regulations, 1972 made in terms of section 49 of the Act; but 
would be an agent in ordinary sense of the term. An employer would be an 
agent in terms of said Regulation on the premise that it would not appointed by 
the corporation to solicit or procure life insurance business. The employer s had 
no duty to discharge to the corporation under the Act or rules and regulation 
framed, but keeping in view the fact that the corporation did not make any offer 
to the employees nor would directly make any communication with them 
regarding payment or non payment of the premium or any other matter in 
relation thereto or connected therewith including the lapse of the policy on 
behalf of the Corporation. 
Issue No. 4. 
That in term of contract of insurance, either the corporation or the agent, on the 
one hand and insured on the other hand, is liable to comply with the obligations 
of the contract. But in the scheme of this nature the employers were to make all 
endeavors to improve the service conditions of the employees and discharge its 
social obligations toward them. So for as the employees are concerned, they 
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could not approach directly to the insurer and they were treating their 
employers as agents of the corporation. This scheme clearly demonstrate not 
only the contract of insurance was entered into between the employee and the 
insurer through the employer but even the terms and conditions of the policy 
were to be performed only through the employer. In this reference the court 
take the help from its own decision in Delhi Electricity Supply Undertaking 
v/s Basanti Z>ev/"'* where the Apex Court held that the ...formation of the 
contract of insurance between the insurer and the employee of any particular 
establishment. Scheme has been introduce by the insurer purely on business 
consideration and not for any particular benefit of insurance conferred on the 
employee working in an organization. Though in the pro forma letter written by 
the employer to the insurer it is mention that the employer would be an agent of 
its employees and not of the insurer but this understanding between the 
employer and the insurer communicated to the employee. As for as the 
employee is concerned he is told that the premium will be deducted from his 
salary every month and remitted by the employer to the insurer under an 
agreement between the employer and insurer. For the employee the employer 
had implied authority as an agent of the insurer to collect the premium on 
behalf of the employee and paid to the insurer. Now it could be said that the 
employer would not be liable as an agent of the insurer and also rendering 
service of collecting premium and remitting the same to the insurer free of any 
cost to the employee. In these circumstances the employer can not perhaps be 
held liable under the Act. 
Finally the court held that having induced the employer to act as a model 
employer and discharge its social obligations vis a vis its employees it may not 
be permissible for the insurer which is a 'state' within the meaning of the 
Article 12 of Indian Constitution to contend at this belated stage that in the 
event of default on the part of employer, it was discharge from its contractual 
obligations. 
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In the case of Talvindar Chaudhary v/s Union of India andAnothei^ 
the court attacks on the non responsible act of the Development Officer. 
In this case a mediclaim policy was taken by the petitioner in the year 
1997 which was renewed from year to year till 2002. The last renewal of the 
policy expired on December 28, 2002. Despite reminders by the petitioner the 
Development Officer failed to collect the premium amount and therefore the 
policy could not be renewed. The petitioner on the feb.21, 2003 personally 
went to the office of the insurance company, and applied for mediclaim policy. 
However the policy was issued with a clause excluding cardiac arrest disease 
and related diseases, on the basis that in the year 1998, the petitioner suffered a 
similar problem when payments had to be made under the policy. The 
petitioner called upon the insurance company to remove the said condition by 
his letter dated February 25, 2003 and also informed it of the fact that the 
Development Officer had not collected the premium as usual and that was the 
main reason for the delay. The request of the petitioner was, however declined 
by stating that the petitioner ought to have visited the office of insurance 
company within the stipulated time for renew the policy. Than the writ petition 
was filed before this court. 
The Delhi High Court frame the following issues for their consideration as-
1. Whether the policy should be renew on the same terms and condition as 
in the original policy document? 
2. Whether the exclusion clause in respect of "cardiac arrest disease" 
should be included in the new policy issued on renewal merely on 
account of fact that there has been some delay in the petitioner renewing 
the medi claim insurance policy? 
The court decided these issues in the following manners as-
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Issue No. 1. 
That the policy should be renew on the same terms and condition as was given 
in the past in the original policy document, because there was a practice of 
insured persons being reminded by Development Officers and premiums being 
collected by them. The existence of such an officer was not denied by the 
insurance company. Despite reminders, the Development officer failed to 
collect premium as usual. The policy of petitioner expired on December 28, 
2002 and the petitioner approached the insurance company on February 21, 
2003. There was a delay of less than two months and the petitioner never 
sought for insurance coverage for the period of lapse. The delay of two months 
could not deprive the petitioner from the benefit of a policy on the same terms 
and conditions as was given in the past. The petitioner never covered up any 
newer medical problem. Therefore the petitioner was entitled to renewal of the 
policy on the same terms and conditions subject to the payment of premium in 
future. 
Issue No. 2. 
That the exclusion clause in respect of "cardiac arrest disease" should not be 
including in the new policy issue on the renewal on the ground of delay of two 
month on the part of the policy holder in the given circumstances of this case. 
Finally the court held that the insured can entitled to have policy 
renewed on the same terms and conditions as before five years back as per the 
original policy document. 
In the case of Nikania Mandal v/s Union of India & Ors^^ the court 
decide problem relating to the fraud of policy holder which known to the 
insurance company. 
In this case Shrimati Chhaya Mandal took out a life insurance policy 
with effect from 2nd October 1987 for a sum of Rs. 37.500/- she took out 
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another policy with effect from 28th October 1987 for an identical sum of Rs. 
37.500/- The life assured expired on 30th November, 1988. A claim was 
naturally made by the writ petitioner which the corporation failed neglected 
and/or refused to pay on the sole ground that, as would appear from the 
corporation's letter dated 1st September 1994... 
"Consideration of the claim under the above policies is not being 
possible for non compliance of the claim Form 'E' meant for employer's 
certificate. Kindly advise your client to send us the same and help to dispose of 
the matter," 
The writ petitioner had filed a suit before the Calcutta High Court whereas the 
following issues framed by the court-
1. Whether the insurance corporation can refuse from the payment of 
insurance amount on the ground of omission in compliance of Form 'E' 
meant for employer's certificate? 
2. Whether the insurance corporation can repudiate the policy on the 
ground that the insured mislead to the corporation by define that the 
decease was the business women as well as public servant? 
The court gives their opinion about these issues in the following tunes-
Issue No. 1. 
That the insurance corporation can not refuse from the payment of the 
insurance amount on the ground of the non filing of the Form 'E' because the 
insured was not the public servant. 
Issue No. 2. 
That the insurance corporation can not repudiate the policy on the ground that 
the insured mislead to the corporation by defining that the decease was 
460 
business as well as public servant. The corporation entertained the belief that 
the deceased was both a business women and in government service. On the 
top of that it is a well known fact that a government servant can not engage in 
any business because he or she is deemed to be in service round the clock. 
Reference in this regard can be made to Rule 15 of the West Bengal Service 
Rules. Therefore the stand taken by the corporation is not valid at all. 
Lastly the court held that for the aforesaid reasons this petition succeeds. 
The life Insurance Corporation of India is directed to pay a sum of Rs. 75,000/-
together with interest at the rate of 9% per annum from 1st December, 1988 
until the date of payment as also pay costs assessed by the court. 
The court decides the case of Life Insurance Corporation ofAnr. v/s 
Smt S Sindhu^^ with full consciousness and impart justice as per the law and 
regulation. 
In this case a policy of insurance dated 11.3.1993 for an assured sum of 
Rs. 5 lakhs with risk commencing from 4.12.1993 was issued in regard to the 
life of K. Thankachan under the 'Money-Back Scheme' for a period of 20 
years. The premium payable was Rs. 8, 306 every quarter. The conditions of 
the policy made it clear that the policy will be in force only if the premium 
were paid regulatory, every quarter, and that if the premium was not paid 
before the expiry of the grace period provided. The policy will be lapse. K. 
Thankachan paid the premiums thereafter in August, 1996; he opted for revival 
for the policy by paying the arrears of premium from 4.6.1996 with interest. 
Accordingly, the policy was revived and he paid the premium till 4.12.1996. 
Thereafter, the policy again lapsed from 4.3.1997 as premium was not 
paid K. Thankachan died on 5.12.1997 and his widow/nominee made a claim 
for payment of the amount under the policy, by letter dated 1.1.1998 on the 
following ground. 
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That the, Condition No.4 of the policy contains the exceptions to lapsing 
of the policy. This portion of said condition is relevant for the purpose of claim 
of insurance amount, which is as-
"If after at three full years premiums have been paid in respect of this 
policy, shall not be wholly void, but shall subsist as a paid up policy for a 
reduced sum payable at the date of maturity or at the life assureds prior death, 
provided the paid up sum assured is not less than Rs. 250. The amount of paid 
up assurance for integral number of years premiums paid will be calculated as 
per table prescribed. The policy be reduced shall thereafter be free from all 
ability for payment of within mentioned premium but shall not be entitled to 
participate in future profits. The existing bonus additions if any, will remain 
attached to the reduced paid up policy". 
The paid-up value of the policy was arrived at Rs. 1, 13,750/- as per the 
condition 4 of the policy and was paid by the LIC to the respondent on 26-3-
1998, on her executing a ftill and final settlement discharge. As the policy of 
insurance with profit plan was tangible for bonus only if premium are paid at 
least for a period of 5 year and as the insured had paid premium only for a 
period of three and quarter years, the policy was bound to be ineligible for 
bonus. But the respondent files this petition before the S.C. for the entire 
payment of 5 lacs with 12% interest on that amount. 
Here the two issues framed by the court which are as follows-
1. Whether the entire amount of sum assured will be payable to the 
claimant? 
2. Whether the insurance corporation will be liable to pay interest in regard 
to the premium paid from the respective dates of payment to the date of 
settlement? 
The court decide the above issues as follows-
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Issue No. 1. 
That the entire sum should not be awarded to the claimant because the amount 
paid by the LIC in regard to the lapsed policy, is not ' refund of the premium 
paid on various dates' but a reduced lump sum instead of the assured sum as 
per the terms of the clause 4 of the policy. 
Issue No. 2. 
That the interest will not be payable in regard to the premium paid from the 
respective date of the payment to the date of settlement because the interest 
prior to the date of suit/claim can be awarded in three circumstances: (a) where 
contract provides for payment of interest, or (b) where statute applicable to 
transaction/liability provides for payment of interest; or (c) where interest is 
payable as per provisions of Interest Act. 1978. 
In the instant case, the contract, that is the insurance policy, provided 
that if the premium is paid the policy shall subsist only as a paid up policy for a 
reduced sum payable on the date of maturity or at the prior death of the life 
assured. It did not provide for payment of interest on the premiums paid. 
Payment of interest on the premium amounts, from the respective dates of 
remittance of premiums, is alien to the concept of life insurance. In this case, 
the assured died on 5.12.1997 prior to the date of maturity. Therefore, the 
reduced sum as a paid up policy became due and payable without any interest 
on 5.12.1997. The claim was settled by payment of Rs. 13,750 on 26.3.1998, 
within three months from the date of intimation of death. Therefore, under the 
contract, no interest was payable by LIC. 
Admittedly there is no enactment, either relating to contracts in general 
or insurance in particular, which provides or payment of interest in regard to 
amount payable under such a policy. 
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Further a claim or interest on the amounts of premium paid, from the 
respective dates of payment of premium to date of settlement of claim, does not 
find support fi-om any of the provisions of the Interest Act. Lastly the court 
held that the LIC is not liable to pay any interest on the sum 1, 13,750 /-. 
In this case, Smt. Shanti Devi v/s Office of Insurance Ombudsman & 
Others^^ the court did the justice against the rude attitude of the insurance 
administration. 
In this case the petitioner's deceased husband made a policy during his 
life time under the 'Money Back Scheme' of Life Insurance Corporation of 
India, dated 31-1-2002 in its local office. The policy was lapsed due to non 
payment of premium on 28th June, 2002 and 28th December, 2002. The policy 
was revived on full payment of premium on 15th February, 2003. However, the 
insured expired on the following day i.e. 16th February, 2003 due to heart 
attack. His widow files a claim for insurance amount. But on 27th May, 2004 
Senior Divisional Manager of LIC, Allahabad had rejected the claim of his 
wife on account of her husband's death on 18th January 2005 as well as Zonal 
Manager of LIC from its office at Kanpur had also rejected such claim. So this 
writ petition has been filed by the wife of the deceased/insured, before the 
Allahabad High Court. 
The issues framed by the court are as foUows-
1. Whether this case is maintainable under the Article 226 of the Indian 
Constitution? 
2. Whether the policy relate back to the date of execution after the 
revalidation in respect of the counting of period of 2 years in case of 
repudiation on the ground of misstatement? 
3. Whether the death arising not out of false statement at the time of 
making the policy can be a ground of repudiation of policy? 
464 
The court decide the issues in such manner which are as-
Issue No. 1. 
That this case should be maintainable within the preview of the Article 226 of 
the Indian Constitution because the Insurance Act, 1938 with the latest 
amendment is a beneficial piece of legislation. Therefore if a benefit which the 
petitioner is legally entitled has been refused, court can not enter to render 
equitable justice. The court of equity can not shut out the eyes taking plea that 
there is mere or bare disputed question of fact. The disputed question of fact 
ipso facto can not be ground for rejection unless or until it is proved beyond the 
doubt before court of equity under Article 226 of the Constitution of India that 
the dispute is such that can not be resolved by the writ jurisdiction at all. 
Issue No. 2. 
That, as soon as a policy is revalidated on 15'*' February 2003 it relates back to 
the date of execution i.e. 31st January, 2002 herein. Thus, the period for 
repudiation is beyond the period as provided in first part of section 45 of the 
Act that is 2 year and as such can not be sustained. 
Issue No. 3. 
That the incident subsequent to the execution of the document if not related to 
the execution of the policy and two years being the reasonable ground can not 
be a valid ground for the purpose of repudiation. A suffering or a disease or any 
death not arising out of any false or misstatement at the time of making the 
policy can not be a ground for repudiation by the insurance company as alleged 
or at all. It has to be related to the execution of the document. In this reference 
the court referred to the decision of the Umesh Narayan Sharma v/s New 
India Assurance Company and Others^^'" where the court was of the view that 
such disease which have been in existence at the time of proposing this 
insurance pre-existing condition means any injury which existed prior to the 
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effective date of this insurance. .Pre-existing conditions also means any 
sickness or its symptoms which existed prior to the insured person had 
knowledge that the symptoms were relating to the sickness. Complication 
arising from pre-existing disease will be considered part of those pre-existing 
conditions. 
Therefore, in totality the court do not find that any such case has been 
made out on behalf of the insurance company to repudiate the agreement 
ignoring payment of the meager amount of Rs. 1.0 lakh (rupees one lakh only) 
to the petitioner. Hence, the court hold and say that the petitioner is entitled for 
the said sum which will be released by the insurance company in favor of the 
petitioner as early as possible but month from the date of communication of 
this order along with interest @12% per annum at a simple rate from the date 
of first refusal till the date of actual payment finding that the same is 
reasonable. Accordingly, the writ petition is allowed. 
In one another case that is P.J. Chacko & Anr. v/s Chairman, Life 
Insurance Corporation of India and Ors^^ the court decides the dispute 
regarding the suppression of material fact and gives the justice. 
Here the plaintiffs filed the said suit inter alia for recovery of the amount 
of insurance on the death of insured, Chackochan Cheseindfter. Who had took 
an insurance policy on 21st February, 1987, and died on 16 July, 1987, this 
claim was against the insurance company which refuses from the payment on 
the ground that the insured suppressed material facts about their health, so the 
company had been repudiated the policy on 10th February, 1989. The non 
disclosure and misstatement in the proposal form to the various questions to 
which answers were given by the insured is said to be the reason for the 
repudiation of the contract of insurance. 
The issues framed by the Supreme Court on the basis of the above maintain 
facts are as-
466 
1. Whether the deliberate wrong answer has great bearing on the contract 
of insurance in respect of the repudiation of the policy? 
2. Whether the person making a wrong statement with knowledge estopped 
from making any change even if such fact had been disclose? 
The S. C. decide the following issues in such manners-
Issue No. 1. 
That the deliberate wrong answers have great bearing on the contract of 
insurance and, the insurance policy will be repudiated on such ground. The 
purpose for taking a policy of insurance is not very material. It may serve the 
purpose of social security but the same should not obtain by fraudulent act by 
the insured. Proposal can be repudiated if the fraudulent act is discovered. The 
proposal must show that his intention was bona-fide. It must appear from the 
face of the record. In a case of this nature it was not necessary for the insurer to 
establish that the suppression was fraudulently made by the policy holder or 
that he must have been aware at the time of making the statement that the same 
was false or that the fact was suppressed which was material to disclose. In this 
reference the court give the example of Ratan Lai & Anr, v/s Metropolitan 
Insurance Company Ltd}^^ where the court was of the view that the well settle 
law in the field of insurance is that contract of insurance including the contract 
of life assurance are contract of uberrima fides and every fact of materiality 
must he disclosed otherwise there is good ground for recession. And this duty 
to disclose continues up to the conclusion of the contract and covers any 
material alteration in the character of risk which may take place between 
proposal and acceptance. 
Issue No. 2. 
That if a person making a wrong statement with the knowledge of 
consequences, he would ordinary be estopped from pleading that even if such a 
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fact had been disclosed, it would not have made any material change. Here the 
insured was aware from the consequence of misstatement, so he would be 
estopped from making any change. 
Lastly keeping in view the facts and circumstances of the case, the court 
held that the LIC being a State within the meaning of the Article 12 of Indian 
Constitution, its action must be fair, just and equitable but the same would not 
mean that it shall be asked to make a charity of public money, although the 
contract of insurance is found to be vitiated by reason of an act of the insured. 
In the said case S.R. Kharidia & Ors v/s Max. New York Life 
Insurance Co. Ltd. & Ors}^ the court decides the matter relating to the 
insurance claim before the contract come to their final stage. 
In this case Smt. Sapna Premal Jhaveri, applied for two stepping stone 
policies for a sum assured of Rs. I lakh each, with additional personal Accident 
Benefit and Dreaded Disease riders for Rs, 1 Uikh each. The proposal filled in 
proposal form for the policies on 10.8.2004 and initial payments were remitted 
to Mumbai General Office. Payment receipt was issued on 12.8.2004. Smt. 
Sapna Prwemal Jhaveri unfortunately died due to a road accident on 15.8.2004 
at Ahmedabad. Premal Jhaveri, husband of the life insured, intimated the said 
fact to Max New York insurance company ltd., Mumbai on 24.8.2004, and 
requested for settlement of death claim. But insurance company rejected the 
claim stating that life assured had expired before the cases were under written 
and the policy issued and hence, they were not in a position to further process 
the proposals and complete the contract. The payment of premium was also 
returned by the insurance company. 
The claimant submitted the case before the Gujarat High Court. The High 
Court frame only one issue -
1. Whether the receipt of the complete proposal and initial payment create 
any obligation on the part of insurance company to under write the risk? 
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The court give opinion on the issue frame is as-
Issue No.l. 
The receipt by the company of the completed proposal and initial payment 
towards the proposal dose not create any obligation on the part of the company 
to underwrite the risk. In this respect the court follow the judgment of the Apex 
Court of Life Insurance Corporation of India v/s Raja Vasireddy Komalavlli 
Kamba and Ors '^ '" which is more apt to the facts of this case where the 
Supreme Court had an occasion to consider the scope and ambit of Life 
Insurance Corporation of India Standing Order, 1960 and express the view that 
mere receipt or retention of premium until after the death of the insured or 
mere preparation of policy document is not acceptance and therefore, do not 
give rise to a contract. The court opined that merefding of proposal form for 
insurance and depositing the first premium with the insurance company do not 
create a biding contract between the insurance company and the insurer so as 
to enable the heirs of the proposer after his death to claim the amount covered 
under the proposed policy. 
Finally the court was of the view that the mere fact of proposal form was 
submitted along with the first premium would not conclude contract between 
the parties, unless the insurance has taken steps to underwrite the risk and issue 
policy to insured. In the absence of any material to show that insurance 
company had underwritten the risk and issued policy to the insured, there was 
no concluded contract between the parties. So the appeal lacks merit and is 
dismissed. 
The non renewal of insurance policy is a common issue for insurance 
providers for repudiation of policy. In United India Insurance Company Ltd. 
v/s Manubhai Dharam Sinhbhai Gajera & Ors.^^The court directed to the 
insurance providers that the repudiation must be on valid grounds 
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In this case the respondent obtained the mediclaim policy irom the 
appellant in April, 1995 and renewed annually upon payment of the requisite 
amount of premium. After over three years namely, in July, 1998, respondent 
suffered a coronary disease and was admitted in the Escorts Heart Institute and 
Research Centre where he underwent 'Angioplasty. A claim made by him was 
paid by the appellant. In January, 2001 he was once again admitted to the 
Escorts Heart Institute and Research Centre and once again underwent 
'Angioplasty'. The amount claimed was duly reimbursed by the appellant to 
the respondent. In April, 2002 he was hospitalized in Holy Family Hospital for 
a minor operation and the medical expenses claimed to that effect were 
reimbursed by the appellant. In May 2002 he was underwent a bye pass 
surgery. Respondent submitted his claim which, however, was not paid. 
On 3rd April, 2003, the respondent approached the appellant for lenewal 
of the policy and issued a cheque towards payment of the premium for the 
purpose of renewal of the policy w.e.f. 6th April, 2003, which was refused on 
the purported ground of high claim ratio. 
After receiving notice, the said respondents filed a writ petition before 
the Supreme Court. 
The three issues framed by the court are as-
1. Whether the insurance companies absolved their obligations to act fairly 
and reasonable in the new economic regime? 
2. Whether the contractual matter in reference of life insurance can be 
subject of judicial review under Article 226 of Indian Constitution at the 
threshold of formation of contract? 
3. Whether the mediclaim policy should be automatically renewed on the 
payment of premium? 
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The court decide these issues in a very clear manner as-
Issue No. 1. 
That the insurance companies can not absolved their obligations to act fairly 
and reasonable in the new economic regime where the central government 
come out with a new economic policy. The monopoly status has been taken 
away fro the GIC and its subsidiaries. The insurance companies are required to 
compete with other in the field, but the same may not necessary meant that 
despite the statutory interdict the public sector insurance companies must have 
a level playing field with the private insurance companies. Despite the new 
economic policy, the public sector insurance companies being a state have a 
different role to play. It is not so that as a matter of policy statutory or 
otherwise the insurance companies are bound to regulate all contract of 
insurance having the directive principles in mind but there can not be any doubt 
whatsoever that fairness or reasonableness on the part of the insurance 
companies in all of its dealings. In this respect the court give the reference of 
State of Kerala & Ors. v/s Kurian Abraham (P) Ltd. & /I/ir'^"'Where the court 
was of the viev/ that the term of the new product requires the approval of the 
authority, prima facie the same would mean that ther are fair and reasonable. 
The action on the part of the authority is not in question. Regulations, 
guidelines and circulars are binding on the insurance companies. 
Issue No.2. 
That the contractual matter in reference of life insurance can be subject of 
judicial review under Article 226 of Indian Constitution at the threshold of the 
formation of contract as was the case in Ramana Diagram Shctty v/s The 
Internationa! Airport Authority and Or/rery'*'^  where the court was of the view 
that it does not meant that the court shall not interfere even in a case where the 
term of the contract is against the public policy or where enforcing the same 
471 
the state acts arbitrary , unfairly or makes discrimination amongst the persons 
similarly situated 
Issue No. 3. 
That the renewal of a mediclaim policy subject to just exception should 
ordinarily be made, but it does not mean that the renewal is automatic. The 
mediclaim policy holders are not entitled to automatic rene\\al, but 
indisputably, they are entitled to be treated fairly. 
When a policy is cancelled, the condition precedent therefore must be 
fulfilled. Some reasons therefore must be assigned. When an exclusion clause 
is resorted to, the terms thereof must be given effect to. What is necessary is a 
pre-existing disease, when the cover was inspected for the first time. Only 
because the insured had started suffering from a disease, the same would not 
mean that the said disease shall be excluded. If the insured had made some 
claim in each year, the insurance company should not refuse t(^  renew 
insurance policies only for that reason. The words incepts for the first time as 
contained in clause 4.1 of policy as also the words 'continuous and without 
break' if the renewal premium is paid in time, must be kept in mind as also the 
reason for cancellation as was contained in clause 7(1 )(n) thereof Keeping in 
view the terms and conditions of the prospectus and the insurance policy, the 
parties are not required to go into all the formalities. The very fact that the 
policy contemplates terms for renewal, subject of course to payment of 
requisite premium, the same can not be placed at par with a case of first 
contract. 
Lastly the court held that the GIC can not ignore the statutory 
provisions. They are bound by the direction issued by the central government. 
The IRDA consider the matter in depth and undertake a scrutiny of such, claims 
so that in the event it is found that the insurance companies are taking recourse 
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to arbitrary methodologies in the matter of entering into contracts of insurance 
or renewal thereof, appropriate steps in that behalf may be taken. 
2. Pension Schemes: Judicial Observations 
The pension is a matter which contains so many fine issues. Such issues 
create problems from time to lime and victim knocks the door of the court for 
justice. 
Among the so many fine issues one is decided by the court in Rangana 
v/s Chief Secretary, Government of Mysore, and Others^'' which is 
determination of pension. 
In this case the petitioner before the court was an employee of the 
Government in the State Account Department was deputed to \vork as 
Financial Assistant to the City Improvement Trust Board established under the 
provisions of the Bangalore City Improvement Trust Board Act. When he was 
so deputed to trust board, he was an officiating Assistant Controller. After he 
was so deputed by a notification made by the controller of the state Account 
Department on 15 September 1956, a further notification was issued by the 
Government on 4 October 1957, according which, sanction for the payment to 
the petitioner of a special pay of Rs. 50 a month as per the special scheme 
during the period he was holding the post of the Financial Assistant when he 
was working as the Financial Assistant in that board, the petitioner retired on 
25 December 1959. When his pension was determined, the authority which 
determined the pension, refused to take into account the special pay which 
sanctioned to the petitioner as part of his emoluments for the purpose of rule 
296 of the Mysore Civil Services Rules, 1958. In consequence, the pension 
payable to the petitioner has now become smaller than what it would ha\'e been 
if that special pay had not been excluded from consideration. 
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ITie only one issue framed by the Mysore High Court which as-
1. Whether the special pay is a part of emolument for the purpose of 
determination of pension payable to the civil servant? 
The court decide this fine issue in a very clear manner like as-
Issue No. 1. 
That the special pay can not be excluded from consideration in the 
determination of the pension is also clear from note 3 to CI (e) of rule 296. 
According to that note, special pay must be regarded as forming part of a civil 
servant's emoluments even in cases in which that Government Servant did not 
draw special pay had be remained on duty and the head of the department 
makes a declaration to that effect. Although in the letter part of that note there 
is reference only to allowance. It is clear that the allowance also has reference 
to the special pay to which the earlier part of that note refers. 
If therefore a civil servant was entitled to draw a special pay and if that 
special pay forms part of his emoluments for the purpose of rule 291 even in 
cases in which he had not been on leave, if would be very incongruous to hold 
that a civil servant who has indeed and in fact drawn that special pay to be 
taken into consideration for the computation of his pension. There can thus be 
no doubt that the special pay which the petitioner in this case was receiving 
was part of his emoluments and the authority which determined the pension 
payable to him could not have refused to treat that special pay as part of his 
emoluments. 
In that view of the matter, as pointed out by this court in Marulsiddiah 
v/s Government of Mysore^^'^ where the court was of the view thai it becomes 
immaterial whether the special pay was received by the petitioner immediately 
before his retirement from the government or whether it was the trust board 
that made the payment of that special pay. So long as that special pay was what 
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was sanctioned by the government as it indeed, it become part of the 
emoluments of the petitioner within the meaning of that expression occurring 
in the rule 296 of the Mysore Civil Rules, 1958 
Lastly the court held that, this writ petition succeeds. We accordingly 
issue a direction that the petitioner's pension and his death cum retirement 
gratuity shall be determined after taking into account that special pay of Rs. 50 
which has sanctioned to him by the Government order of, 4 October 1987. 
Again the court in Rajagopa, T. K. v/s Government of India^'^ settles 
another complicated issue that is commutation of pension. 
In this case the petitioner retired from service in 1940. He held the post 
of Accountant General, class I, at that time. He was awarded a pension of Rs. 
9,500 a year; inclusive of a special additional pension of Rs. 2,500 as per the 
concerned scheme He made an application to be permitted to commute half of 
his pension. According to the rules he has to undergo a medical examination in 
this regard, and the Medical Board apparently determined the probable 
expectation of life of the individuals before recommending commutation of 
pension. After medical examination he was offered a sum of Rs. 44,932 as the 
commuted figure of half of his pension. In the affidavit the petitioner states that 
he agreed to the loading of his age by five years as a result of the medical 
examination. His contention now is that this sum of Rs. 44,932 that he was paid 
would be equivalent to the payment of half the amount of pension for a period 
of roughly ten years, and that he has foregone half from the date of his 
retirement up to the present date come nearly to Rs. 1004500, his claim is that 
the sum that was given as commutation must be regarded as the sum that would 
have been payable to him for his normal expectancy of life after retirement and 
when that sum is exhausted, as set off against monthly payments which he 
would otherwise have received, he is entitled to receive the full pension 
thereafter. That, in short, is the submission that is made in writ petition. 
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He complains that, when he applied to the Government for restoration of 
the commuted portion of the pension, the government informed him that the 
commutation is in the nature of a contract with the government, that the 
petitioner knowingly accepted the valuation of half the pension at a particular 
figure, and that, solely for the reason that the pensioner outlived the anticipated 
expectation of life, it was not open to him to seek to be restored to the old 
position as if there had been no commutation at all. The petitioner claim that it 
was only in 1959 when he was so informed by the government that he was 
made aware that he was taking a risk in accepting the commuted sum. He 
claims that he was not appraised of any of the condition was made aware that 
he was taking a risk in accepting the commuted sum. He claims that he was not 
apprised of any of the conditions subject to which the commutation was made. 
He seeks a writ of mandamus to issue to the government directing them to pay 
him the full amount of the pension as and from 1 October 1950 by which time 
the commuted amount would be deemed to have been exhausted by adjustment 
against the payment of half the amount of the pension for about ten years. 
The Madras High Court frame only one issue in this case which as- 1. 
Whether the payment of commuted amount, that is lump sum, can be set off 
against the full payment, which is periodical payment? 
The court decide this issue in the a very clear manner like as-
IssueNo. 1. 
That according to the rules, the pensioner is entitled to commute a portion and 
not the whole of his pension and the commuted value of that part of pension are 
dependent upon the expectation of life of individual as sustained by the 
examination at the hands of the Medical Board. It is not compulsory for any 
pensioner to commute any portion of his pension. Presumably for the reason 
that a pensioner may stand in need of some amount for setting down at the end 
of his life, the Government provided commutation of pension, this rule 
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envisage that, when a pensioner is paid a commuted amount which, as its very 
name implies, means lump sum equivalent of a periodical payment for an 
uncertain duration, that is, till the end of the life of the pensioner, the pensioner 
loses the right to receive that periodical payment. Instead of a periodical 
payment, he gets a lump sump of money, and the underlying implication is that 
by receipt of that amount, he waives his right to the periodical payn\ent. it is 
not the intention of the rules, nor has it been understood by anyone to mean, 
that the commuted sum has to be set off against that part of the pension which 
the pensioner would otherwise have received, and that the sum is so exhausted, 
the pensioner would became entitled to receive the full amount of pension. As 
the Government, in its communication, pointed out, the petitioner asked that a 
part of his pension should be converted into a lump sum payment. The 
implication was clearly that therefore, he would receive only the remaining 
uncommitted part of the pension. If the pensioner was not satisfied that the 
amount that was tendered by the Government in replacement of periodical 
payment was correct, or that the loading of his age was to was to his 
disadvantage, it was open to him to have withdraw his application for 
commutation. The petitioner particular as the Account General was peculiarly 
well filled to understand the implication of these rules, and the court can not 
agree with his contention that he was misled into thinking that the position was 
different. 
Finally the court held that there had been a waiver by the petitioner of 
his right to receive the periodical payment of the commuted part of his pension, 
when such waiver was with full knowledge on his part he is not entitled to the 
relief prayed for. No writ of mandamus can issue in the circumstances of this 
case. The petition is dismissed. 
In Sisir Kumar De v/s State ofOrissa^^ the court give direction to the 
pensioners that they apply any particular rule at relevant time. 
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The petitioner joined Government service in 1921 and retired in the 
Orissa Subordinate Educational Service as headmaster of Government High 
School, Koraput, with eflect from 7 December 1954. When the new liberalized 
pension rules were brought into force, he was given an option, by rule 8 there, 
to come under the new scheme of pension. This option was to be exercised by 
all old entrants. Three choices were open to them: Firstly they may agree to 
come under the new liberalized pension rules, secondly they may express their 
willingness to continue under the old pension rules as a whole, and thirdly they 
may exercise their option of continuing to be governed by the old pension rules 
subject to death cum retirement gratuity as provided under the new rules. Rule 
11 contained detailed provisions as to how this option should be exercised. The 
option was required to be exercised within one year from the date of issue of 
the resolution and it was further stated that the option should be given in 
writing and communicated by the Government Servant concerned to the head 
of his office. The petitioner's case was that while he was on leave he received 
the memorandum of the inspector of schools, south circle, dated 9th September 
1952 requiring him to exercise his option under the new rules, before, 15 
September 1952. According to the petitioner this memorandum was received 
by him only on, 17 September 1952 and on that date he sent reply. 
Subsequently as no further intimation was received from him, a telegram 
was sent to him to his Banaras address by the inspector of schools. Apparently, 
on receipt of the same he exercised the option of coming under old pension 
rules as a [rule 8(b)]. This appears to have been done sometime in June 1953. 
But as it was received beyond the period of one year from the date of 
commencement of the new pension scheme, the Director of pubic instruction 
held that by virtue of the deeming provision contained in rule 11 he should be 
deemed to have exercised the option of coming under the new pension rule[C 
(a) of rule 8]. Against this order, the petitioner submitted further 
representations but they were all rejected. 
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In this case the Orissa High Court frame one issue as-
1, Whether, on the strict interpretation of the rules, the authority were 
justified in applying the deeming provisions and holding that the 
petitioner came over to the new pension scheme under Cl.(a) oC rule 8? 
Issue No. 1. 
That, the petitioner failed to exercise his option within the stipulated period of 
one year. The contention of the petitioner that his letter dated 17 September 
1952 must be deemed to be an exercise of option was rejected as the petitioner 
himself clearly stated that he would express his views later which he did only 
in June 1953 long after one year from the date of the commencement of the 
new pension scheme. On a strict interpretation of the rules the authorities were 
justified in applying the deeming provision in rule 11 and holding that the 
petitioner came over to the new scheme under CI (a) of rule 8. 
Finally the court dismisses the application without the costs. 
In this famous historic judgment, D.S. Nakara and Others, v/s Union of 
India^^-the court laid downs some principles regarding the social welfare 
measures. 
In this case the petitioners 1 and 2 are retired pensioner of the Central 
Government, the First being a civil servant and the second being a member of 
the service personal of the Armed forces. The third petitioner is a society 
registered under the Societies Registration Act, 1860, formed to ventilate the 
legitimate public problems and consistent with its objective, it is espousing the 
cause of the pensioners all over the country. Its locus standi is in question but 
that is a different matter. The first petitioner retired in 1972 and on 
computation, his pension worked out at Rs. 675/-pm and along with the 
deamess relief granted from time to time, at the relevant time he was in receipt 
of monthly pension of Rs. 935/- The second petitioner retired at or about the 
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time and at the relevant time was in receipt of a pension plus clearness relief of 
Rs. 981/- p.m. Union of India has been revising and liberalizing the pension 
rules from time of time. Some landmark changes may be noticed in the form of 
some schemes. 
The chronology of changes narrated would bring to surface the 
contention raised in these petition. The liberalized pension formula shall be 
applicable prospectively on those who retired on or after March 31,1979 in 
case of government servants covered by 1972 Rules in respect of defense 
personnel those who become non effective on or after 1, April 1979. 
Consequently who retired prior to that specified date would not be entitled to 
the benefits of liberalized pension formula. 
The petitioners accordingly contend that the court may consider the 
raison d'etre for payment of pension. If the pension is paid for past satisfactory 
service rendered, and to avoid destitution in old age as well as a social welfare 
or socio economic justice measure, the differential treatment for those retiring 
prior to a certain date and those retiring subsequently, the choice of the date 
being wholly arbitrary, would be according differential treatment to pensions 
who form a class irrespective of the date of retirement and, therefore, would be 
violative of Article 14. It was also contended that classification based on 
fortuitous circumstances of retirement before or subsequent to a date fixing of 
which is not shown to be related to any rational principle, would be equally 
violative of Article 14. 
Here the issues framed by the Supreme Court are as follows-
1. Whether the classification in revised pension formula between the 
pensioners on the basis of date of retirement is arbitrary and violative of 
Article 14 of Indian Constitution? 
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2. Whether the locus-standi of third petitioner, a registered societ)' working 
for the people unable to seek redress through the labyrinths ol" costly 
legal judicial process is valid and reasonable? 
The court decide these issues in the vary exhaustive manners like as-
Issue No. 1. 
That wile the expanding horizons of socio economic justice, the socialist 
republic and welfare state which the country endeavor to set up and the fact 
that the old men who retired when emoluments were comparatively low are 
exposed to vagaries of continuously rising prices, the falling value of the 
rupees consequent upon inflationary inputs, by introducing an arbitrary 
eligibility criteria, being in service and retiring subsequent to the specified date 
for being eligible for the liberalized pension scheme and thereby dividing a 
homogeneous class, the classification being not based on any discernible 
rational principle and being wholly unrelated to the objects sought to be 
achieved by grant of liberalized pension and the eligibility criteria devised 
being thoroughly arbitrary, the eligibility for liberalized pension scheme of 
being in service on the specified date and retiring subsequent to that date in the 
memoranda, violates Art. 14 and is unconstitutional and liable to be struck 
down. In this respect the court give the example of E. P. Royappa v/s State of 
Tamil Nadu^^'^ where the court observed that from a positive point of view, 
equality is antithetic to arbitrate ness. In fact equality and arbitrate ness are 
sworn enemies; one belong to the rule of law in a republic and other, to the 
whim and caprice of an absolute monarch. Where an act is arbitraiy it is 
implicit in it that it is unequal both according to the political lof^ic and 
constitutional law and is, therefore violative of article 14, and if affect any 
matter relating to the public employment, it is also violative of article 16. 
Article 14 and 16 both strikes at arbitrate ness in stale action and ensure 
fairness and equality of treatment. 
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The fundamental principle is that Article 14 forbids class legislation but 
permits reasonable classification for the purpose of legislation which 
classification must satisfy the twin test of classification being founded on an 
intelligible differentia which distinguishes persons or things that are grouped 
together from those that are left out of the group and that differentia must have 
a rational nexus to the object sought to be achieved by the statute in question. 
The doctrine of classification was evolved to sustain a legislation or state action 
designed to help weaker sections of the society or some such segments of the 
society in need of success. Legislative and executive action may accordingly be 
sustained if it satisfies the twin test of reasonable classification and the rational 
principle correlated to object sought to be achieved. The state, therefore, would 
have to affirmatively satisfy the court that the twin test has been satisfied. It 
can only be satisfied if the state establishes not only the rational principle on 
which correlates it to the object sought to be achieved. As in the case of 
Randhir Singh v/s Union of Indid^^'^ where the court was of the view that 
where all relevant considerations are the same, persons holding identical post 
may not be treated differently in the matter of their pay merely because they 
belong to different departments. If that can to be done when they are in service, 
can that be done their retirement? Expanding this principle, it can confidently 
be said that if pensioners form a class, their computation can not be different 
formula affording unequal treatment solely on the ground that some retired 
earlier and some retired later. 
Issue No. 2. 
That the locus-standi of third petitioner is valid because it is a registered 
society working for the people who are unable to redress their dispute through 
the costly legal process, in this reference the court give the example of the S. P. 
Gupta v/s Union oflnditP'^ where the court was of the view that any member 
of the public having sufficient interest can maintain an action for judicial 
redress for public injury arising from breach of public duty or from violation 
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of some provision of constitution or the law and seek enforcement of such 
public duty. 
Finally the court was of the view that the both memorandum shall be 
enforce and implemented but after severance of the unconstitutional part. 
Accordingly all pensioners governed by the 1972 Rules and Army l^ ension 
Regulation shall be entitled to pension as computed under the liberalized 
pension scheme from the specified date irrespective of the date of their 
retirement. 
Again in this case, Devki Nandan Prasad v/s State of Bihar & Othrs^^ 
the court settles the long time battle regarding the computation of pension. 
In this case the petitioner joined service on 1st September, 1928, on the 
class II post in the Bihar Education Service but in 1952 he was promoted to the 
I class post, and retired from the post I class on superannuation on 10th 
January, 1967. He entitled to pension under the Bihar Pension Rules 1950 as 
per their concerned scheme but refused by the concern authorities. The matter 
was posed before the Supreme Court for the writ of mandamus. 
The court frame the following issues which are as-
1. Whether the petitioner is a member of the Bihar Education Service? 
2. Whether the petitioner can entitle to the pension? 
Issue No. 1. 
That the matter whether the petitioner is a member of Bihar Education 
Department, is no more res-integra because this department is shown at item 
no. 3 of the schedule to the rule 5, the list of the officers those who are member 
of the department.. This list contains the category of the petitioner post. 
483 
Issue No. 2. 
That the rules 5 of the Pension Rules shows that the officers mentioned therein 
are entitled to pension. So the petitioner can entitle to pension. 
In the reference of the above two issues the court issue the writ of 
mandamus. After the mandamus was issued by the court, the petitioner 
approached to give effect to the mandamus, issued by the Supreme Court. But 
no action was taken by any department of state in respect to the implementation 
of the mandamus issued by the S. C. Than the petitioner second time dragged 
to the apex court after the lapse of 12 year during which the mandamus of this 
court has been treated as a scrap paper. Than the apex court further issue the 
direction to concerned departments of the state to take action on the petitioner 
matter. 
Than the matter of computation was still in dispute before the court, 
because it would appear at a glance that officers dealing with the pension case 
appear to have scant regard for the decision of the S. C. in that both the 
promotion to class II and ftirther promotion to classl from deemed dates were 
ignored and pension was computed on the basis of as if the petitioner retires in 
class III. All the representation pf the petitioner was failed to evoke tiie both 
the sympatric response and a just decision and thereon the petitioner is back to 
square one. The court observed that this thing has not been pointed out by the 
promoting authority to hold to the contrary nor can the state be permitted to 
play ducks and drakes with the solemn decision of the constitutional bench of 
this court. So the petitioner pension should be calculated as per the selection to 
the post of class II as well as promotion to the post of class I. 
Lastly In this case the court held that the state and the subordinate 
officers responsible for this work are directed by a writ of mandamus to 
complete this computation by, 31st July, 1983 and by that date pension 
payment order correct and consistent with the direction therein given shall be 
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issued without fail to the petitioner. The state is also directed by a ni;mdamus 
of this court to pay the arrears of pension on the aforementioned computation 
within the same period with interest at 6% from, 10th January 1967 As the 
officer the state have harassed the petitioner which court is feel is intciitionai, 
deliberate and motivate therefore, we are constrained to award exemplary costs 
quantified at Rs. 25,000/- to be paid to the petitioner before 31 st July 1983. 
Once again, the court in the case of. Union of India & A not iter v/s 
Wing Commander R,R. Hingorani (Retd.) decided the matter relating to the 
deduction from the amount of pension on account of unauthorized possession 
of government plot. 
A squadron leader in the Indian Air Force was allotted flat in Delhi in 
accordance with Allotment of Government Residence (General Pool in Delhi) 
Rules 1963. On his transfer from Delhi to Chandigarh he did not vacate the flat 
even after the expiry of the concessional period of two months nor did he 
intimate the fact of his transfer to the Director of Estate. Therefore the 
Department Charged the normal rent from the concerned employee for a period 
of 5 years. Directorate of Estate demanded damages for the period when the 
officer was in unauthorized occupation and initiated proceeding under the 
Public Premises (Eviction of Unauthorized Occupations) Act 1971 to recover 
damages. During the pendency of the aforesaid proceedings, on a 
representation made by the officer the Government on compassionate grounds 
reduced the amount claimed and deducted the same from the commuted 
pension payable to the Government officer. Aggrieved by the deduction, a writ 
petition was successfully filed by the officer in the Supreme Court. 
The issues framed by the court are as follows-
1. Whether the liability to pay damages equal to the market rent beyond the 
concessional period is absolute one? 
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2. Whether the plea of estoppels should be accepted against the 
government because the government had not recovered the market rent 
and allowed to the officer to continue in the unauthorized possession? 
3. Whether the government has the authority to deduct the amount of 
damage for unauthorized possession for the commuted portion of the 
pension? 
The court decide these issues in the following terms which are as-
Issue No. 1. 
That, permissible period for the retention of premise in the event of transfer of 
the government officer is two months. It is plain on the terms of SR317-B-22 
that liability to pay damage beyond the concesisional period is an absolute 
liability, and not a contingent one. That liability to pay market rent for the 
period of unauthorized occupation is not subject to the condition that Director 
of Estate should serve upon the officer notice intimating that in the event of his 
continuing in unauthorized occupation, he would be liable to pay market rent. 
Issue No. 2. 
That in order to invoke estoppels, there must be first a representation of an 
existing fact distinct from a mere promise made by one party to the other; 
secondly that the other party believing it must be induced to act on the faith of 
it, and thirdly that he must have so acted to his detriment. In this case no 
relaxation of the condition relating to payment of market rent can be presumed 
merely because the government had not recovered the market rent and allowed 
the officer to continue in unauthorized occupation for a period of 5 years. For a 
valid exercise of power of relaxation the condition prerequisite under the rule is 
that the Government may relax all or any of the provisions of the rules in the 
case of any officers or types of residences, for reasons to be recorded in writing 
order containing reasons for the relax all or any of the provisions of the rules in 
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the case of any officer or relax all or any of the provisions of the rules for 
reasons to be recovered in writing. There should be a specific writlcn order 
containing reasons for the relaxation. So, promissory estoppels can not operate 
against the government in matters of this kind. 
Issue No. 3. 
That the government had no authority or power to unilaterally deduct the 
amount of damage for unauthorized occupation of premises from the 
commuted pension and such deduction is contrary to the section 11 of I'ension 
Act 1871. The section 11 protect from. attachment, seizure or sequestration, 
pension or money due, or to become due an account of any such pension. The 
words, "money due or to became due on account of pension" means money that 
has not been received by the pensioner and therefore wide enough to include 
commuted pension. In this reference the court give the example ol the C. 
Gopalacharian v/s Deep Chand SowcaP'^'^ where the court was of the view 
that now // can be said that the commuted portion of the pension is not money 
due on account of pension. Though the pension has been commuted, still can be 
said that money due by reason of such commutation, or because of such 
commutation, is not money due on account of pension 
Finally the court held that before parting with the case, we wish to add a 
few words. The government should consider the feasibility of dropping the 
proceeding for recovery of damage, if the respondent were to forego his claim 
for interest. In this case the deduction of amount, Rs.20, 482, 78 p.m. from the 
commuted pension payable to the respondent was made as far back as Oct '30, 
1976. Since than 10 has gone by. Even the interest were to be calculated at 9% 
per annum, the interest would alone aggregate to more than Rs. 18.000. Sice 
the government have the benefit of the money for all these years, it ma> not be 
worthwhile in pursuing the matter any further. 
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In this case, Kamai Singh Ghugtyal v/s Union of India & Ot/iers'^ the 
court decides whether the service in lok sahayak sena will be counted for 
pension. 
The petitioner who was a Havaldar in the Army has moved this writ 
petition before the S. C. praying for an order directing the respondent Nos.l 
and 3 to give pension benefits to the petitioner as per the scheme applicable on 
him because he has served for about 19 years in the army as a Havaklar. The 
petitioner has stated that in the first spelt he has served in Kumaon Regiment 
from November, 1939 to August, 1947 during the Second World War. He was 
released from the army service in August, 1947 in the rank of Havaldar. The 
petitioner was again recalled during Kashmir operations, in the Kumaon 
Regiment and he served in Army Supply Corps (MT) from July, 1948 to July, 
1953 in the rank of Havaldar. The petitioner further stated that he was recalled 
from Army Supply Corps (MT) by Kumaon Regiment and transferred to impart 
training in the Lok Sahayak Sena and K.R... Platoon No.28 where he sei-ved 
from July, 1953 to July 1956 in the rank of Havaldar. As his job was t(^  impart 
military training to Lok Sahaya Sena which is like NCC. he retained a regular 
army number. The petitioner stated that in an alleged incident of storing illicit 
arms in his house, there was a police raid and all his papers were taken away by 
the police and as such he had no papers left with him to prove his service in the 
regular army expect a statement of account . It has been stated liial the 
petitioner was intimated by a letter dated, 27th September 1983 issued by the 
District Sainik Welfare and Resettlement Office, Almora in reply to his 
representation for pension that he has not been in the army pension rules. His 
claim for army pension was therefore, rejected. The petitioner has stated in the 
writ petition that his service rendered in LSS (Third Spell) should be treated as 
service in the army and he having served for more than 15 years in the army is 
entitled to pension. 
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The only two issues framed by the court which are as follows-
1. Whether the serviced rendered by a person in Lok Sahayak Sena, which 
is Hke N. C. C, is countable as "Army Service" for the purpose of 
pension benefit? 
2. Whether the petitioner after taking into consideration, the service period 
of Lok Sahayak Sena complete the qualifying service period of 15 years 
necessary for pension claim? 
These issues decide by the court in the following terms-
Issue No. 1. 
That the service rendered by the petitioner in Lok Sahayak Seva, which is like 
N.C.C. con not be treated as army service. 
Issue No.2. 
That the petitioner has not completed 15 years of army service after too 
considering the petitioner service in the LSS as army service, he has not 
completed 15 year of army service, because the statements of the petitioner 
regarding the periods of service rendered by him in the first and the second 
spell are inconsistent with his record of service as mentioned in the army 
regulation Nos. 126 and 132. 
Finally on the basis of all evidences the court held that the constrained to 
hold that the petitioner has not rendered 15 years of army service to be able to 
get the benefit of army pension as required under the army rules. Writ petition 
is therefore, dismissed. There will, however, no order as to costs. 
Once again the court plays role of protector of the innocent victim in, 
Karaniba v/s Electricity Board and Another^^ by doing justice with the widow 
of the deceased. 
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The petitioner who is the widow of an ex-employee of the Gujarat 
Electricity Board, claims Family Pension under the concerned scheme. Her 
husband was an employee of the former state of Rajkot and thereafter in 
Saurashtra Electricity Board, Bombay Electricity Board and Gujarat Electricity 
Board Successively. He retired on, 14th December 1970 and he was in receipt 
of regular superannuation pension till date of his death, 20th October, 1983. 
From that date to onwards, widow of the employee claims family pensit)n. 
The respondent board contends that the family pension is not payable to 
her. As per the government resolution dated, 1st January, 1972, the Para 1 of 
that scheme provides that the scheme shall be applicable to all the regular 
employees who were in service on 1st June, 1971 and thereafter. The deceased 
employee was not in service on, 1st June, 1971 because he had retired on 14th 
December, 1970. Para 2 of the Scheme provides that the family pension would 
also be admissible in the case of a retired Government Servant who has retired 
on or after 1st June, 1971, and who has died thereafter. In the present case, the 
retired Govt. Servant had not retired after, 1st June, 1971. It is because of these 
contentions that the Board contends that since the petitioner's husband has 
retired on, 14th December, 1970 and was not in service on 1st June, 1971, this 
scheme is not applicable to the present case and therefore the widow of that 
employee, who has retired before, 1st June, 1971 is not entitled to family 
pension. 
The writ petition files by the petitioner before the Gujarat High Court. The 
court frame the following issues in this case which are as-
1. Whether the applicability of the cut-off date on the petitioner is valid? 
2. Whether the petitioner suit is time barred? 
These issues decided by the court in the following terms-
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Issue No. 1. 
That the pensioners constituted a class by themselves and no further 
classification could be made by introducing criteria of being in service on a 
particular date and retiring thereafter. The cut otT date was artificial, besides 
being irrational, arbitrary and illegal. In this reference on the judgment of 
Indumati A. v/s State of Gujarat^^'* where the court was of the view that the 
pensioners constitute a class by themselves and no further classification could 
be made by introducing a criteria of being in service on a particular date and 
retiring thereafter and therefore the provision regarding the cut-off date was 
held to be discriminatory. 
Issue No. 2. 
That, petitioner is an old and illiterate widow of a small employee. Before 
filing the petition, the petitioner had made an approach to the Chairman of the 
Board by way of notice through advocate provided by the Legal Aid and the 
petition was filed thereafter when there was no response from the Board. 
Having regard to these circumstances, this delay can not be said to be fatal so 
as to result in dismissal of the complaint. 
Finally the court held that in the resuh of the discussion the petition 
succeeds and rule is made absolute by directing that the Respondent Board 
shall pay family pension according to the aforesaid scheme adopted by the 
Gujarat Electricity Board and contained in Government Resolution dated, 1st 
January, 1972. Such family pension would be payable from November 1983 at 
the rates applicable from time to time. 
An amount of Rs. 15,000/- has been deposited in this court under the 
interim orders and is lying in deposits. The Board is directed to deposit all the 
arrears of family pension accruing till, 31st December, 1989 in this court on or 
before 31st January, 1990. The family pension accruing from, 1st January, 
1990 shall be remitted to the petitioner regularly. On such deposit, further 
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orders regarding investment and with- drawl would be passed hereafter For the 
time being, the petitioner is permitted to withdraw a sum of Rs. 2500/- The 
office is directed to make a payment of Rs./ 2500 to the petitioner. 
The superannuation pension is an important class of pension benefit. 
The issue of granting superannuation pension decides by the court in T. 
Ramakrishniah v/s State of Karnataka^^ with varies consciousness. 
In this case appellant who was a chartered accounted was appointed as a 
non-official member of the Sales Tax Appellate Tribunal, in the state of 
Kamataka by an order dated 16th July, 1958 for a period of two years from 
17th July, 1958 under sub-section (2) of section 4 of the Mysore Sales Tax Act, 
1957. By an order dated 12th December, 1958 issued by the government it has 
been mentioned that the appellant as member of sales tax tribunal shall be 
eligible for Traveling Allowance under the scheme introduced as per the 
Mysore Civil Service Rules, 1958 as a government servant in respect of tours 
undertaken by him in connection with his official duty on the basis of his salary 
Rs. 1,000/- per month. Thereafter the appointment was continued from time to 
time, the last of the period during which the appointment was continued, was 
by a notification dated, 8th November, 1971 by which his period of senice was 
extended for a period of two months with effect from 9.12.1971. fhis 
notification was issued in exercise of powers conferred by clause (b) of sub-
rule I of Rule 64 of the Mysore Sales Tax Rules, 1957. The respondent by a 
letter dated 8.2.1972 intimated him that he had been granted 52 days earned 
leave as terminal leave from 9th February, 1972. The appellant made 
representations to the respondent that he was entitled to superannuation jicnsion 
and same are granted to him. The government turned down his request on the 
ground that he was not eligible for such pension. The appellant then, moved a 
writ petition before the High Court, Kamataka stating that he was granted leave 
on several occasions in accordance with the Mysore Civil Service Rules and 
the Accountant General had treated him as a gazette officer in the service of the 
State Government and as such as a Government Servant he may be granted 
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superannuation pension under the Mysore Civil Service Rules. The learned 
Single Judge held that Rule 64 of the Kamataka Sales Tax Rules, 1957was 
applicable to this case and under the said Rules he was not eligible to claim 
superannuation pension. It was further held that even under the Mysore Civil 
Service Rules he would not be entitled to claim such a pension. The writ 
petition was dismissed. The learned judge, of course, held that the appellant 
would be entitled to gratuity in terms of Rule 64 and so directed the 
Government to examine the case of the appellant for grant of gratuity under the 
rule and pass appropriate orders in that regard expeditiously. The aggrieved 
preferred this special leave appeal before the S. C. 
The court frame the following issues which are as-
1. Whether the appellant, a non-official member of the State Sales Tax 
Appellate Tribunal is a government servant? 
2. Whether the Civil Services Rules will be applicable on the appellant? 
3. Whether the appellant can claim for the pension benefit? 
The court decided these issues in the following manners-
Issue No. 1. 
That the appellant is not a government servant because his appointment is 
periodical and not up to the maximum age nor it is a whole time service but a 
part time one and the appellant was permitted to take up audit of any person, 
firm, institution etc., on certain restrictions. 
Issue No. 2. 
That the Mysore Civil Service Rules do not apply to the appellant. In this 
reference it is apropos to refer in this connection the Rule 2(2) which clearly 
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says that in cases where special provisions have been made by or under any law 
for the time being in force, the Mysore Civil Service Rules will not apply. 
Issue No. 3. 
That the appellant can not claim for pension because the Rule 64 (6) of Mysore 
Sales Tax Rules clearly says that non-official member of the State Tax Tribunal 
will became ineligible for any pension and as such provisions relating to 
pension in Mysore Civil Service Rules will not apply on them Again the Rule 
95 provides that there is no rule under which a non-official member is to retired 
at a particular age. 
The court finally dismisses the appeal without any order as to the cost. 
In case of, K. Chalapathi Rao & Anr v/s State Bank of India & Ant^^ 
the court said that the payment of pension is a such matter which must be settle 
with due care. 
In this case the petitioner was a practicing advocate and joined the 
service of State Bank of India the respondent herein on, June 1, 1974 at its 
local Head Office at Hyderabad. He retired on. May 31, 1999 after rending 17 
years of service and on attaining the age of superannuation. Though he was 
paid provident fiind and gratuity as retirement benefits, he was not paid pension 
provided under scheme regulated in the state and that is the grievances in this 
writ petition. On August, 2, 1991, he claimed pension which was declined by 
the respondent on August, 27, 1991 by intimation. The declining of the request 
of the petitioner did not render a minimum of 20 years of service which is a 
condition precedent for the grant of pension. 
The petitioner in the other case was appointed as a probationary officer 
in the State Bank of India the respondent herein on September, 18, 1968 and 
worked in various capacities as an officer till December 20, 1986 and left the 
services of the respondent on the said date by resigning the post. As on the date 
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of his resignation, he had put in service of 18 years 3 months. Though he was 
paid gratuity and provident fund, he too was not paid pension and he sought for 
the same but was not granted for the same ground of not completing the service 
of 20 years. 
Than the matter pose before the High Court of Andhra Pradesh, which frame 
the following issues-
1. Whether the condition of 20 years of qualifying service period for the 
grant of pension is discriminatory? 
2. Whether the pension is a fundamental right traceable to the Article 16 
and 21 of the Constitution of India? 
The court decided these issues one by one in the following terms-
Issue No. 1. 
That the pension can not be claimed by an employee as of right and it is not a 
necessary condition or inevitable corollary attached to any service unless a 
provision is made therefore, while making a scheme for pension, conditions 
can be prescribed and the prescription of qualifying service for entitlement of 
pension can be one such essential condition. In so far as employees of SBI are 
concerned, there is no discrimination, if is a uniform rule in SBI that a 
minimum qualifying service of 20 years is required. 
Issue No. 2. 
That, pension is not a fundamental right either traceable to Article 16 and 21 of 
Indian Constitution. The pension is a scheme and not a right and unless the 
employee falls within the ambit of the scheme, they can not claim as of right, 
and as such they are not entitled for the same. 
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Finally the court dismissed these two petition, but without any order as 
to the costs. 
Again in case of, Madhav K. Kirtikar v/s Bank oflndia^'^ court decide 
that an employee who opt VRS shall paid all benefit and impose restrictions on 
the employee from deducing the other amount in case of VR on unreasonable 
grounds. 
In this case in or about 1946 the petitioner joined the respondent, Bank 
of India which was then a limited company. He retired from the service on 
August, 1, 1987; many developments had taken place in the intervening period. 
What was till then a private bank became a nationalized bank under the 
Banking Companies (Acquisition and Transfer of Undertakings) Act, 1970. 
The petitioner had put in 41 years of service with the respondent when he opted 
for voluntary retirement from the services of the respondent in the year 1987. 
The petitioner had opted for voluntary retirement in accordance with the rules 
contained in the Bank of India (Officers Service) Regulation, 1979 
("Regulations" for short). The rules regarding voluntary retirement for officer 
employee retiring voluntarily shall be entitled to all the benefits under the 
normal retirement, as per the service regulations. 
Originally employees of the respondent bank were not entitled to 
pension. But there was a scheme for payment of provident fund and gratuity 
under the rules. When there was a demand from the Bank employees for grant 
of pension to them, after discussion with the union, the bank proposed, to 
introduce the pension scheme for all the employees and certain proposals were 
put forth while introducing the pension scheme for the officers. If seems that 
the draft scheme was circulated amongst the employees both in service as well 
as retired. The bank also called for options to be exercised from the officer 
employees who had retired between August 1, 1986 and Oct 31, 1993. It seems 
that the bank wrote to the petitioner expecting his option for pension scheme 
and also directed his to undergo medical examination at his costs from the 
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bank's approved doctors for the purposes of commutation of pension. The 
petitioner vide his letter dated July 22, 1994 exercised his option to joint the 
pension scheme. He also exercised his option to commute one-third of the 
pension. He also got himself medically examined by the respondent's doctor. 
On September 29, 1995 the Bank of India (Employee's) Pension 
Regulations, 1995 ("Regulations of 1995 for short) were brought into force. 
The Regulations were framed by the Board, in reference of the powers 
conferred by clause (f) of sub-section (2) of section 19 of the Act after 
consultation with the Reserve Bank of India and the previous sanction of the 
central government. By the Regulations of 1995 the pension scheme is made 
applicable to all the employees who have retired during the period of January 1, 
1986 to October 31, 1993. Under the Old Regulations the employee had a right 
to retire voluntarily after completing 30 years of service. However, by the 
Regulation of 1995 the employee is given right to retire after 2 years service 
under Regulation 29 and it is provided that such a retired employee shall be 
eligible for pension. 
By letter dated February 3, 1996 the respondent bank wrote to the 
petitioner that the Indian Bank's Association had clarified to the respondent 
that employees who had voluntarily retired during the period January 1, 1986 
to Oct. 31, 1993 would not be eligible for pension and voluntary retirement 
prior to November 1, 1993, pension benefits could not extended to him. It 
appears that the bank took a view that only those employee who have retired 
after November 1, 1993 could be eligible for pension as provided under 
Regulation 29. It is this decision of the Bank which is impugned in the present 
petition under Article 226 of the constitution. 
The petitioner has alleged that the stand taken by the bank denying 
pension to the petitioner solely on the ground that he has retired voluntarily 
prior to November 1, 1993 though after January 1, 1986 is manifestly illegal 
and unconstitutional. It is also alleged that under the Pension Regulations, 
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officers who have retired from the bank after reaching the age of 
superannuation on or after January 1, 1986 having been made eUgible for 
pension the petitioner who has retired on voluntary basis on or after January 1, 
1986 can not be discriminated. It is pointed out that the provisions which 
classified the retired employees into two classes artificially is arbitrary and not 
based on any rational and has no nexus to the object sought to be achieved by 
introducing the pension scheme but run counter to the objective of providing 
pension scheme. It is, therefore, contended that the impugned action of the 
respondent Bank is contrary to the Article/14 of the constitution. 
The suit come before the Bombay High Court, which frame the foremost only 
two issues which like as-
1. Whether the Regulation 29 violate to the Article 14 of Indian 
Constitution? 
2. Whether it is permissible for the Bank to fix any artificial cut-off date to 
give effect to the pension scheme? 
The court clearly decided these issues in the clear manners like as-
Issue No. I. 
That the Bank not make a distinction among employee who retired under the 
voluntary retirement scheme and employees who retire otherwise because the 
term "retirement" which occurs in the regulations enclose voluntary retirement. 
There was no reason to confine voluntary retirement only to Regulation 29 of 
the Regulation (which merely stated that an employee could retire from service 
on or after November 1, 1993, by giving 3 month's notice in writing, if he had 
completed 20 years of service). If such a construction was given to Regulation 
29, it clearly violated Article/14. In the case of ShrLGovindlalJi v/s State of 
Rajasthat?'^'^ where observed by the court that if the impugned provisions of 
statute are reasonably capable of a construction which does not involve the 
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infringement of fundamental rights, that construction must be preferred though 
it may be possible to adopt another construction which leads to the 
infringement of said fundamental rights. 
Issue No. 2. 
That the regulations framed by the Bank is for given the pensionary benefit to 
all the employees of Bank either retired on attaining the age of superannuation 
or retired under the scheme of voluntary retirement. It was therefore not 
permissible for the bank to fix artificially a further cutoff date as November 1, 
1993 to give benefit of the pension scheme to the employees who have retired 
voluntarily only after November, 1993. When the Bank decides to extant the 
benefit of pension to its employees it can not make any distinction between the 
employees who have retired and employees who sought voluntary retirement 
and retired. 
Finally the court held that the petitioner should entitled to get pension 
benefit which extended by the Bank to its employees. Further the court directed 
to the Bank to comply with the order of the court within six month. 
In another case, Tamil Nadu Electricity Board v/s R. Veerasamy and 
Others^ decide the issue concerning the implementation of pension scheme for 
the employee who transferred to another job from their original one. 
In this case the appellant board was brought into existence on July 1, 
1957 in accordance with section 5 of the Indian Electricity (Supply) Act, 1948. 
The employees of the Electricity Department of the government of Tamil Nadu 
were transferred to the appellant board on and from July 1, 1957 and the 
erstwhile employees of the government became the employees of the board. It 
is not in dispute that the employees (respondents) termed as workmen in 
regular work charged establishment, were governed by Contributory Provided 
Fund Scheme on the date when they were transferred from Electricity Board. It 
is also not in dispute that on their retirement prior to July 1, 1968 all the 
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employees (respondents), who were governed by the Contributory Provident 
Fund Scheme, had received all retrial benefits in full settlement. 
After the formation of the appellant board, separate proceedings were 
issued in all matters connected with it by virtue of powers conferred under 
section 79 of the Act including pension regulations after taking into account the 
financial commitment involved in adopting government orders in the matter of 
terminal benefits as well as the service conditions of the employees. It appears 
that the Government of Tamil Nadu in G.M.O..N0. 797 dated June 30, 1969 
introduced pension scheme to its employees who were not governed earlier by 
such pension scheme. However the appellant board had not adopted the orders 
issued by the government in G.O.M. NO. 797 dated June, 30 1969. It is a fact 
that the employees (respondents) were making representations to the appellant-
board fi"om time to time to extend the benefit of pension scheme to those who 
were hitherto governed by Contributory Provident Fund Scheme. It is also a 
fact that the appellant board acted upon such representation and it had to 
comply with certain formalities before introducing the pension scheme. After 
getting exemptions fi*om the purview of the Family Pension Scheme 1971 and 
Employee's Deposit Linked Insurance Scheme, 1976 from the Central 
Government Scheme, 1976 from the Central Government, the appellant-board 
could introduce the pension scheme w.e.f. July 1, 1986. The retired employees 
(respondents), aggrieved by the prospective introduction of the pension scheme 
from July 1, 1986, moved the Supreme Court to quash that part of the Board's 
proceedings , dated June 25, 1986 which fixed the date of the application of the 
proceedings on or after July 1,1986. 
The S. C. frame the following issues like as-
1. Whether the appellant Board has acted illegally or contrary to the law in 
introducing a pension scheme to the employees, who were hitherto not 
governed by such pension scheme, prospectively from July 1,1986? 
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2. Whether the employees who were all retired before July 1, 1986 after 
receiving all retrial benefits available to them as per the law existing on 
their dates of retirement, can compel the appellant- Board to extent the 
benefit of newly introduced pension scheme with retrospective effects? 
The court give their opinion about these issues in vary exhaustive manners 
which are as-
Issue No. 1. 
That the retired employees (respondents) while in service of government of 
Tamil Nadu Electricity Department were not governed by pension scheme but 
governed by the Contributory Provident Fund Scheme. As per the Rules in 
force on the date of retirement, the employee (respondent) received all retrial 
benefits. The Electricity Board fixed July 1, 1986 as the date of introducing the 
pension scheme in view of the Central Government Notification dated June 25, 
1986 fixing the date as July 1, 1986 while grating exemption from the 
application of Family Pension Scheme 1971, and Employee's Deposit Linked 
Insurance Scheme, 1976. If the date of July 1, 1986 had to be changed it would 
lead to many other complications such as reopening and revision of past cases 
ft-om 1957 to 1986 as well as seeking retrospective exemption from 
Government of India. By giving retrospective effect to the pension scheme, the 
financial burden that will have to be borne by the appellant board would be in 
the regime of about Rs. 200 crores which is beyond the capacity of the Board. 
The Electricity Board has given well founded reasons for introducing 
the Pension Scheme from July 1, 1986 including financial constraints. The 
retired employees (respondents) who had retired from service before July, 1 
1986 and those who were in employment on the said date, can not be treated 
alike as they do not belong to one class. The workmen who had retired after 
receiving all the benefits available under the Contributory Provident Fund 
Scheme cease to be employees of the Electricity Board w.e.f the date of their 
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retirement. They form a separate class. In the light of foregoing reasons it is 
held that the Electricity Board has not acted illegally or contrary to law 
introducing pension scheme prospectively from July 1, 1986. In this respect the 
Electricity Board relied on the decision of V. Kasturi v/s Managing Director, 
Bank of India Bombay^^''^ where the court was of the view that, however, if the 
employee at the time of his retirement is not eligible for earning pension and 
stand outside the class of pensioners, if subsequently by the amendment of the 
relevant pension rules any beneficial umbrella of pension scheme is extended 
to cover a new class of pensioners and whom such a subsequent scheme come 
into force, the erstwhile non-pensioner might have survived, the only if such 
extension of pension scheme to erstwhile non-pensioners is expressly made 
retrospective by the authorities promulgating such scheme; the erstwhile non-
pensioner who has retired prior to the advent of such extended pension scheme 
can claim benefit of such a new extended pension scheme. If such scheme is 
prospective only old retire, non-pensioners can not get the benefit of such a 
scheme even if they survive such new scheme. They will remain outside its 
sweep. 
Issue No. 2. 
That when the Electricity Board has not acted illegally or contrary to the law in 
introducing pension scheme prospectively from July 1, 1986, than the 
employees (respondents) retired before 1 July 1986 can not compel the 
appellant board to extent the benefit of the newly introduced scheme with 
retrospective effect. 
Lastly the court dismisses the appeal without any order of the costs. 
In the case of, State of Tanti Nadu and Another v/s Tamil Nadu 
Registration Deptt. Ministerial Service Association^^ the court decide vary 
fine issue of pension that is qualifying period of service. 
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In this case respondent was Section Writer in the state of Tamil Nadu 
from 28.6.1950 till 3.12.1962 at the fixed salary of every month and from 
10.10.1970 his post come under the graded pay scale and from that date he can 
entitled for pension. 
There the issues framed by the S. C. are as foUows-
1. Whether the temporary service as section writer in the state of T. N. 
would be counted in the qualifying service period for pension benefit? 
2. Whether there is any difference in the T. N. Pension Rules regarding the 
temporary service and permanent service? 
The court gives their opinions about these issues-
Issue No. 1. 
That the Rule/2 of the Tamil Nadu Pension Rules, 1978 categorically provides 
that the Rules were applied to all government servants appointed to the service 
and posts in connection with the affairs of the state which are bom by pension-
able establishments whether temporary or permanent. Consequently, even 
though the respondent had rendered temporary service for the period from 
1950-1962, he would be entitled to count that period for the purpose of pension 
because the post of section writer was brought under graded pay has no nexus 
with the benefit of pension payable to those section writers who had, prior to 
that date rendered temporary service. It was held that on the basis of that date, 
the employee could not be categorized into two classes. 
Issue No. 2. 
As per the T. N. Pension Rules there is no difference between the temporary or 
permanent post in respect of pension benefit. 
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Finally the court rejects the plea of the Electricity Board regarding the 
non payment of the pension. 
In Tej Ram v/s Indian Overseas Bank and Others^^ the court once again 
intervenes to do justice. 
In this case the respondent bank quoted the rigor of the law to defeat a 
claim of its employee appellant to come within its pension scheme. The 
appellant had not sent his authorization for the transfer of bank employee's 
provident fund contribution to the pension fund within the 60 days prescribed 
under its regulation of November 1, 1995. But under an option exercised by 
him earlier, the entire contributory provident fund had been transferred to the 
bank accounts and there had been no (P.F) contribution from the bank since 
November, 1993. This present appeal has been file by the employees before the 
Supreme Court. 
The S. C. frame the following issues which are as follows-
1. Whether the bank is justified in refusing to the employees from the 
application of pension scheme on the ground of non-compliance of 
option of transfer of provident fund to the pension fund? 
2. Whether, the employee can entitled for pension as per the concerned 
scheme? 
The court decided these issues in such manners like as-
Issue No. 1. 
That the subsequent authorization did not reach the employer within 60 days on 
the one hand but on the other hand it would be equitable to allow the appellant 
to be brought over to the pension scheme evolved by the bank particularly 
when the entire contributory provident fund stood transferred to the bank 
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accounts and there has been no contribution from the bank since November, 
1993. 
Issue No.2. 
That on equitable ground In the aforesaid circumstances, the appellant to be 
brought over to the pension scheme of the bank and appropriate pension 
amount be sanctioned in his favor. This may be done within three days from 
todays. 
Finally the court held that the equity will prevail over the law, on this 
principle the court dispose the appeal accordingly 
In the case of, S.K. Mastan Bee v/s General Manager, South Central 
Railway and Another the court helps an innocent widow by issuing an order 
to the railway for the payment of pension of her deceased husband. 
In this case the appellant's husband was a Gagman in Railways. He died 
in 1969 while in service. In 1991 the appellant made an application for grant of 
family pension under the concerned scheme of Railway Department which was 
rejected by the Railways in 1992. Then she filed a writ petition Article 226 of 
Indian Constitution, before the S. C. of India. The issues framed by the court 
are as fallows-
1. Whether it is obligatory on the railway to compute full pension with 
arrear to the appellant? 
2. Whether the denial of the right of the appellant to the family pension is 
the violation of the Article 21 of Indian Constitution? 
3. Whether the appellant suit is time barred? 
These issues decide by the court in the vary clear terms are as follows-
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Issue No.l. 
That on the death of the husband of the appellant, it was obligatory for her 
husband's employer viz. the Railways, in the present case to compute the 
family pension payable to the appellant and offer the same to her without her 
having to make a claim or without arriving her to litigation. Now it is also 
responsibility of the employer to compute full pension on the claim of the 
appellant. 
Issue No. 2. 
That the very denial of her right to family pension amounted to a violation of 
the guarantee assured to the appellant under Article 21, because the decease not 
left enough resource for the appellant by which she can pass their life in the 
right manner. 
Issue No. 3. 
That the appellant have the lack of resources to approach the legal forum as 
well as she was also an illiterate woman. So the plea of respondent of the time 
barred suit can not be accepted because it would be fatal for the appellant. 
Finally the court held that the right of the appellant regarding the family 
pension will succeed and same should be allowed with the costs of Rs/- 10,000. 
Again the court in, Union of India and Others v/s Satish Kumar''^ gave 
a sensible opinion regarding pension. 
In this case petitioners were retired on superannuation at the age of 
55years to whom the proportionate pension was paid according to the Rule 49 
of CCS (P) Rules and not on the assumption that the requisite period of 
qualifying service was only 30 years. The petitioners challenge the Rule 49 of 
Central Civil Services (Pension) Rules as discriminatory on the ground that it 
prescribed that the full pension should be payable at the qualifying service of 
33 years, and proportionate in case of lesser than the 33 years. But in various 
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cases the pension has been awarded on the assumption of qualifying period of 
33 years. 
In this case, the following issues come before the Supreme Court-
1. Whether the Rule 49 of Civil Services Pension Rules is discriminatory. 
2. Whether the decisions given by the court on the ground of assumption 
are unsustainable. 
The court decide this matter as per their own opinion which as follows-
Issue No. 1. 
That the Rule 49 is not discriminatory; but the assumption followed by the 
different High Courts such as in Raghu Nandan Lai Choudhary v/s Union of 
India'^^ and Conman Couse v/s Union of India^'^'^ where the consider the 
period of 3 3years as 30 years is a virus in the interpretation of rule 49 of CCS 
(P) Rules. 
Issue No. 2. 
That the all decisions given in consideration of virus of Rule 49 are 
unsustainable and are hereby set aside. 
Finally the court was held that the appellant will not recover the pension 
paid in pursuance of High Court judgments. Here the virus of the Rule 49 and 
/or the question of discrimination can not bb accepted. 
Again court allowed the appeal and all the petitions will stand 
dismissed. 
The judgment in, Sohan Singh v/s Union of India^^ is in relation of 
calculation of pension benefit. 
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In this case the petitioner joined the Indian Army on 15.12.1963. He was 
discharged on 27.9.1981 after rendering 17 years 297 days of service. At the 
time of his discharged he was holding the rank of Nair Subedar. He was 
granted service pension at the rate of 219 Rs. P.m. After more than 5 years he 
was re-employed in the Territorial Army on 8.5.1987.The petitioner submitted 
entire documentary proof to the authorities of the Territorial Army showing 
that he has served earlier in Indian Army from 5.12.1963 to 27.9.1981. On 
20.6.1987 he filled up option certificate and opted for clause II of the certificate 
which postulates that from the date of exercise of option he was to refund the 
service pension already drawn during the period he had served in the Territorial 
Army along with gratuity amount including death cum retirement gratuity as 
per the concerned scheme, if any, already drawn by him in the previous 
military service. A provision has also been made in clause 11 that the personnel 
of the Territorial Army who had already retired were not to refund such like 
benefits and those were to be adjusted from the pension admissible under the 
order. The petitioner was granted the rank of Honorary Captain for having 
rendered exemplary service in the Territorial Army from 8.5,1987. He retired 
from the Territorial Army on 31.1.1997. The total service rendered by the 
petitioner in the Territorial Army on 31.1.1997, comes to 10 years and 238 
days as well as 53 days of embodied service. The respondents did not release 
the service pension to the petitioner, gratuity or commutation of pension on the 
ground that overdrawn pension of Rs. 1, 85,369/- was not refunded as the 
petitioner continues or drawn pension at the rate Rs. 219 p.m. in lies of the 
service rendered in the Indian Army. The aforementioned amount has grown to 
Rs. 3, 93,418 in 1999. 
The petitioner submitted representation and on account of apathy of the 
respondents, he filed civil writ petition in the court seeking the relief of 
adjustment/set off from the concerned department. This court on 8.10.1999 
recorded that liability to refund the amount of Rs. 3, 95,418/- had remained 
undisputed as per the orders dated 12.7.1999 and 28.7.1999 passed by the 
508 
respondents. However, the Division Bench noticed that the petitioner has 
sought the relief of adjustment/set off of the aforementioned amount and 
payment of pension on the basis of the balance amount due. Accordingly, the 
petitioner was permitted to withdrawn the writ petition by giving liberty to the 
petitioner to seek appropriate relief of adjustment/set off from the respondents. 
The petitioner was also given liberty to file a fresh petition, if necessary. 
Thereafter, the petitioner served a legal notice on 9.2.2000 claiming interest on 
the amount of pension withheld by the respondents which was payable w.e.f. 
1.1,1998. When no decision was taken on the notice, the petitioner again filed 
civil writ petition, wherein direction were issued for deciding the legal notice 
within a period of four months by passing a speaking order. The order passed 
by the Division Bench on 24.8.2000 has been placed on record. Eventually all 
matter was decided by an order dated 27.6.2001 and the respondents still 
insisted for refund of Rs. 393,418/- by stating that the amount includes the total 
pension drawn by the petitioner from 8.5.1987 to 31.4.1998 plus 12% interest 
p.a. The amount was required to be deposit by means of bank draft in favor of 
D.P. DO. Jagroan. On the deposit of the aforesaid amount the question of the 
grant of pension to the petitioner was to be considered in consultation with the 
competent authority. This lead to the filing of fresh petition, which was 
disposed of on 24.9.2002 as the learned counsel for the petitioner had accepted 
that some payments have been received and the amount paid to the petitioner 
was not according to his entitlement. He withdraw the contempt petition with 
liberty to challenge the order dated 27.7.2001. On 1.5.2002, the petitioner again 
issued a notice claiming the concerned benefit. On 27.5.2002, the respondents 
released pension payment order along in favor of the petitioner. Accordingly he 
started receiving pension w.e.f 29.6.2002 and from an amount of Rs. 5, 
18,591/- which includes pension from 1.1.1998 to 3.6.2002 recovery of Rs. 
4,76,638/- was made Accordingly the balance amount of Rs. 41,953/- was 
paid. The dispute did not end there as the petitioner still raised the demand of 
erroneous fixation of his pension as he claimed that he was entitled to Rs. 
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5425/- p.m. as against the pension sanctioned at Rs. 4683/- to that effect a 
representation was made on 20.12.2002. 
This matter comes before the Punjab and Hariyana High Court which 
frame the following issues-
1. Whether the principle of mutuality has been accepted in imposing the 
same rate of interest both on the petitioner as well as respondent? 
2. Whether the petitioner after completing the 28 years of service can 
entitle to the pension @ Rs. 5425/-? 
The court decided these issues in the following manners-
Issue No. 1. 
That, same standard of the conduct as practiced by the party towards another is 
expected to be practiced by such a party in the same facts and circumstances. 
On the principle of mutuality the rate of 12% interest as charged by the 
respondent from the petitioner on account of overpayment is also payable by 
the respondents for the delay in making payment which fall due on 1- 1- 1998 
and actually is paid on 29- 6- 2002. Therefore the petitioner is held entitled to 
the payment of interest @ 12% with effect from the 1-1-1998 to 29-6-2002. 
Issue No. 2. 
That the instructions dated 3-2-1998 (R-6) postulate five years weightage and 
total qualifying service by adding the weightage has to be 33 years and the 
same is represented by the figure 28 years. The petitioner is not entitled to the 
weightage being a person in Territorial Army as is provided by the Note 2 of 
Para 5(b) of the instructions under the heading 'qualifying service'. 
Finally in view of above discussion, the court held that the writ petition 
is partially allowed. The petitioner is held entitled to payment of interest at the 
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rate of 12% with effect form 1.1.1998 to 26.6.2002. The amount shall be 
calculated by the respondents within a period of two months from the date of 
certified copy of this judgment is received by them and the same be paid to the 
petitioner. The petition with regard to other claims is hereby dismissed. 
This case, Indian Bank & Another v/s G. Ramachandran & Others^^ 
relate to the matter of calculation of pension. 
In this case the respondents have joined the service of the appellant bank 
on diverse dates. They, indisputably, have served the bank for more than 10 
years. They opted for the pension regulation as and when the same was framed 
and sought for voluntary retirement from service in 2001, as per the regulated 
scheme. The said offer of retirement has been accepted. 
The representation of the respondents that their entire period of service, 
including the period of leave availed by them on loss of pay should be taken 
into consideration for the purpose of computing the pensioner benefits, having 
been rejected by the bank by it order dated August 16, 2001 and August 17, 
2001, several writ applications came to be filed by the respondents before the 
Supreme Court. 
The court after hearing both parties frame the issues which are as follows-
1. Whether the Rule 21 of the Central Civil Services Regulations should be 
applicable to the petitioner? 
2. Whether the construction of a statute should be premised on surmises 
and conjectures? 
3. Whether the Service Regulations and Pension Regulation operate in 
different field? 
The court decide these issues in vary clear terms as-
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Issue No. 1. 
That the Rule 21 itself clearly suggests that only in a case where leave has been 
granted on medical ground, the appointing authority at the time of granting 
such leave may allow the period thereof to be counted as qualifying service if 
such leave is granted to a government servant. The limited area in which Rule 
21 operates is evidently central around grant of medical leave which is not the 
case here. Pension Regulation frames by the appellants do not postulate such a 
contingency. It is now a trite law that for the purpose of constructing a statute, 
reference to another statute is not permissible and thus, Rule 21 of the Civil 
Service Pension Rules contemplates a different situation, the same will have no 
application in the instance case. 
Issue No. 2. 
That the contraction of a statute should not be premised on surmises and 
conjectures. 
Issue No.3. 
That the Service Regulations and Pension Regulation operate in different field. 
Finally the court held that an employee of a Bank would be entitled to 
the benefit of the proviso appended to the Regulation 17 of Indian Bank 
(Employee') Pension Regulations in the event of direction is issued by the 
sanctioning authority if no direction is issued, question of granting leave by the 
competent authority for the purpose of pension benefit would not arise. The 
court allows the appeal without no order of the costs. 
Recently the court in, State ofHaryana & Others v/s Shakuntala DevP^ 
consciously determine the pension matter. 
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In this case respondent Shakuntala Devi is the widow of late Balwant 
Singh driver, respondent Rama Devi is the widow of late Karan Singh; and 
respondent Sohni Devi is the widow of late Dharam Pal. 
All of them were appointed on ad hoc basis for a period of six months 
on diverse dates. 
The widow of these vary person claim for the payment of family 
pension under the regulated scheme, but the claim was rejected by the 
employer. Than the matter was goes the S. C. 
The Supreme Court frame only one issue in this case which as-
1. Whether the family pension scheme should be applicable to the 
respondent? 
The court conclude this issue in a vary clear terms like as-
IssueNo. 1. 
That the offer of the appointment made in favor of the employees in no 
uncertain terms show that they were appointed on ad hoc basis. The 
appointment was not regular. Nothing has been placed on record to show as to 
what was the cadre strength in the posts to which they were appointed. 
Nothing has been shown to here that the concerned employees either 
under the contracts of service or under any statute or statuary rules became 
regular employees of the state. From a perusal of the offers of the appointment, 
as noticed, it is evident that the appointments of the concerned employees were 
made for a period of six months or till a regular appointment was made. The 
very fact that the posts were to be filled up on regular basis by the competent 
authority clearly goes to show that the nature of appointment of the said 
persons was ad hoc one. It may be that on the expiry of six months, the services 
were allowed to continue but the same would not, in absence of any statutory 
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interdict, mean that the ad hoc employee ceased to be so and acquired the status 
of a permanent or temporary employee. It has categorically been stated that 
husbands of the respective respondents were not a regular government 
employees till death and, thus the family pension was not applicable in their 
case. This question not directly but to some extent has been considered in Uttar 
Haryana Bijli Nigam Ltd. And others v/s Surji DevP^'^ wherein it was held: 
that the scheme relating to the family pension was made under a statute. A 
person would be entitled to the benefit thereof subject to the statutory 
interdicts. From the bare perusal of the provisions contain in the Punjab Civil 
Services Rules, vis a vis Family Pension Scheme, it would be evident that the 
respondent was not entitled to the grant of family pension. Husband of the 
respondent was the work-charge employee. His service never been regularized. 
It may be unfortunate that he had worked for 11 years. He expired before he 
could get the benefit of the regularization scheme but sentiment and sympathy 
alone can not be a ground for taking a view different from what is permissible 
in law. 
Finally the court allows the appeal without no order as to the costs. 
4. Concluding Remark 
Our Judiciary is alert, awake and aware about the responsibilities behind 
their establishment, which is proving a core of democracy. The judiciary is 
build up to play the important role to enforce human right of those who are 
poor, deprived and who fail to get unpolluted, expeditious and inexpensive 
justice. 
The working employee as well as retired employee is most deteriorating 
class of the people in our society. Most of the time these classes of the people 
fall in the problems in respect of their insurable and pension benefits under 
different schemes on the hand of the insurance and pension providers. Such 
victim of injustice does not have any speedy remedy. Due to this reason the 
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parliament of India enacted comprehensive insurance and pension laws and 
regulation to provide effective and real protection and providing for speedy 
remedy and inexpensive redress of grievances of employee through the 
machinery of judicial system. 
Now days the judiciary performing a laudable job and enlarging its 
application even to certain "grey areas" by according a liberal interpretation of 
its provisions by displaying a jurisprudential vision when in fact the necessity 
of judicial intervention as the employee complained about violation of his 
rights at the hands of the insurance and pension providers. In cases where 
bureaucracy refused to carry out the legislative will or ignores or thwarts the 
legislative will, it is certainly legitimate for courts to step in and ensure 
compliance with the legislative mandate and protect to the employee.^ * 
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Part-B: English Position 
CHAPTER-8 
INSURANCE AND PENSION: BACKGROUND, STRUCTURE, 
REFORMATION AND LEGISLATIONS; A COMPARATIVE 
ANALYSIS OF U. K. AND U. S. SYSTEM 
1. Introductory Outline 
Social security means a guarantee provided by the state through its 
appropriate agencies against certain risks to which member of society may 
expose. 
The insurance and pension are social insurance and social assistance 
type of program which provides benefit for persons of small means granted as 
of right, in amount sufficient to meet a minimum standard of need, which 
combine the contributory effort of the insured with subsidies from the 
employer as well as the government. 
The history of the development of insurance and pension system in U. 
K. and U. S, is very old. The insurance and pension sector always remain an 
issue of discussion among the coming and going governments. So many steps 
relating to structure, regulation and their reformations has been taken by the 
governments from time to time to make better to the insurance and pension 
system for the benefits of their working class 
The U. K. and U.S. developed a highly fluid structure of insurance and 
pension system for their people which regulated by so many agencies. The 
regulatory mechanism of insurance and pension is a complicated issue in the U. 
K. and U. S. administration because these sectors demand the regulation by 
highly specialized agencies. So from time to time there arose the demand of 
reforms. 
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The U.K government was very conscious from the beginning for the 
proper regulation of the insurance and pension sector of the country as per the 
market demand. So, firstly the government gave the legislative backing to their 
insurance and pension sector, than move ahead towards the way of 
privatization for the proper regulation of their insurance and pension sector. In 
the way of privatization for the proper regulation of both sector it is necessary 
that their must be one independent authority. So the government established the 
Financial Services Authority for the insurance sector regulation and appoints 
special Regulator for the pension sector regulation. Now the insurance and 
pension system is almost smoothly going on. 
In U. S., the insurance sector was regulated by the states with the 
consultation of insurance companies till the long time but after few decades the 
position was change, the regulation of insurance sector come in the hand of 
federal government. Again after some time the problem was still faced by the 
insurance sector due to the economic crises. So U. S. partially privatized their 
insurance system. The pension sector of U. S. was also facing problems due to 
this reason Bush administration decided to privatized the pension sector but 
before implementing this the government gone and new Obama government 
come in to power. The present Obama government is active in the field of 
insurance and pension to provide better social security to the people. Obama 
wants fewer burdens on the people and much responsibility on the government, 
due to this reasons he rejected the idea of Bush to privatize the pension sector 
and choice fully goverrmient ftinded pension plans as well as complete federal 
control on the regulation of insurance system of U. S . In this reference his 
government is doing hard work which results will be come in the near future. 
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2. Insurance and Pension: U. K. System 
1. Insurance and Pension: Background 
Baclcground of Insurance 
The historical development of insurance system in U. K. trace back from 
1616, when a number of insurance companies were started to compensate to 
the people during the Bubble era when the great fire was caused a lot of 
damages to the people. After that, so many companies were established in 
1711. Many of them were fraudulent, get-rich-quick schemes, concerned 
mainly to sell their securities to the public. Nevertheless, two important and 
successful English insurance companies were formed during this period- the 
London Assurance Corporation and Royal Exchange Assurance Corporation. 
Their operation marked the beginning of modem from of insurance. 
No discussion of early development of insurance in U. K. would be 
completed without reference of Lloyd's of London, the international insurance 
market reorganized in 1769. This market was started in H**^  century as a 
coffeehouse patronized by merchants, gradually becoming recognized as the 
most likely place to find underwriters for insurance.' 
After that so many insurance companies were establish. These 
companies were regulated by the government of U.K. but in future when the 
responsibilities of government were increase, the government privatized the 
insurance sector by passing the Financial Services Authority Act 1986 and 
gives the responsibility of insurance regulation to the Department of Trade and 
Industry and Treasury Department with technical assistance of the 
Government's Actuary Department. This department was responsible for 
supervising the equitable life and other insurance companies, and was also 
responsible for policy and legislation. 
But the track was changed in 1997; the U. K. government decided that it 
would create a single investment industry regulator, independent from 
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government, the FSA, taking order the roles of nine existing self-regulating 
bodies. 
After that treasury became involve in insurance regulation as part of the 
preparations to create the Financial Services Authority. The department of 
Trade and Industry as well as Insurance Director Staff was transferred to the 
treasury and from 5 January 1998, until January, 1999, the treasury was 
directly responsible for prudential regulation of insurance. 
From January, 1999, as part of a transition arrangement, treasury 
outsourced the day-to-day supervision of insurance companies to the FSA, but 
remained ultimately in charge, retaining its regulatory role until the FSA gained 
its full regulatory power on December 2001 when Financial Services Authority 
and Market Act was passed. 
Now FSA is a single responsible body, independent from government, 
but whose scope and regulatory powers are still the responsibility of U.K. 
government.^  
Background of Pension 
In United Kingdom at the beginning of 20"' century the only general 
support for old age was through the Poor Law. Only a small minority of white 
- collar and public service workers had access to pension from employer. 
Though many workers had some mutual insurance, the friendly societies did 
not cover old age. 
There was intense debate over how to provide better support to the 
elderly. This finally resulted in Lloyd George's Old Age Pension Act 1908. 
From January 1909, a non contributory pension became payable to each person 
over 70 years of age, whose income was 25 pence for a week. 
The liberal government went on to introduced contributory insurance 
against sickness and unemployment in the National Insurance Act 1911. In 
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1925 the contributory principle was extended to pensioners by Widows, 
Orphans and Old Age Contributory Pension Act, 1928. The Act provided 
maintenance outside the Poor Law to the widows and grafted contributory 
pension from age 65 over the existing non-contributory scheme. Pension 
required contribution in the five years before 65; those without a recent 
contribution record were still subject to a means test at age 70. Like other 
insurance benefits under the Nation Insurance Act 1911, pension coverage was 
not universal and was aimed mainly at lower paid and mutual workers. It did 
not provide support for dependants. However, a married woman could use her 
husband's contribution record to gain a pension when she reached 65 year of 
age. 
During this period occupational pensions grow steadily. The Finance 
Act 1921 introduced tax relief on pension scheme contribution and 
investments, placing them on the same footing as savings through friendly 
societies and life insurance. The Finance Act, 1947 introduced limits on the 
amount of tax relief allowable on pensions. By the outbreak of the Second 
World War, the foimdation had been laid for a basic flat-rate state pension 
entitlement, but the system was by means comprehensive. The flat-rate benefit 
of 50 pence was not enough by itself to meet subsistence needs, but no 
additional help was available except subsistence needs, through the Poor Law. 
A benefit has not been increased since 1919. 
In 1935, a new national means-tested assistance scheme had been 
introduced for the unemployed. This was intended to meet fall subsistence 
needs, including housing costs. After that the Old Age and Widow Pension Act 
1940 of the war time extended this supplementary assistance to pensioners and 
widows, removing them from the scope of the Poor Law. In addition the Act 
decreases the women pension age from 65 to 60. 
In 1942, William Beveridge's report Social Insurance and Allied 
Services mapped the way to the creation of the post-war 'cradle to grave' 
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welfare state. The new labour governments National Insurance Act 1946 
created a universal social insurance system based around flat-rate benefit in 
return for flat-rate contributions. Entitlement to pension was based on earning 
across the whole working life, and for the first time became dependent on 
retirement from work, as well as age. Married women were encouraged not to 
insure personally, instead, they could obtain a retirement pension of 60% of 
their husband's entitlement. 
The new Universal National Insurance System was backed up by a 
comprehensive safety net- '"National Assistance". In effect, the National 
Assistance Act 1948 extended to all groups the means-tested benefits 
previously available to the elderly and the unemployed. Beveridge wanted 
insurance benefits to be set at subsistence level. So that resources to National 
Assistance would be the exception for those with extra needs. However, the 
National Government had taken the view-shared by successive administrations-
that it was not feasible to pay flat-rate benefits at a rate high enough to cope 
with variations in individual need, the most important of which was rent. 
By the end of 1950, there were several attempts to reduce reliance on 
means-tested benefit in old age by increasing national insurance pension rates. 
But it was increasingly clear that the flat-rate benefits, at a level supportable by 
flat-rate national insurance contributions, could not achieve this objective. 
Political thinkers began to see the development of a second, earnings-linked 
pension as the key to resolving poverty in retirement. 
For the next 20 years, the parties competent to produce plans for 
'national assistance'- to give all old people the additional resources enjoyed by 
those with occupational pensions. The scheme propounded by National 
Insurance Act 1959 was the State Graduated Retirement Scheme, which came 
into effect in 1961. By this scheme the national insurance contribution became 
partly eaming-related and extra contributions brought unit of additional 
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pension on top of the basic. An element of risk relation was introduced women 
paid more per unit then men. 
The Graduated Retirement Benefit Scheme served on immediate 
purpose in assuming the solvency of the National Insurance Fund, but it was 
quickly clear that it would not create a sufficient second pension. As inflation 
began to rise in the late 1960s, protecting the lifetime value of all types of 
pensions and pension saving also became an issue. Between 1969 and 1975 
there were various attempts to regulates or legislate for a more wide-ranging 
reform of pensions, through reflecting very different views of the way forward. 
The new conservative administration of 1970 took the view that second 
pensions should generally be provided through the expansion and improvement 
of occupational schemes. The Social Security Act 1973 therefore, proposed a 
limited direct role of the state in running a modest 'reserve' scheme-with an 
investment fund element for people who did not have access to occupational 
pensions but established powers to regulate occupational schemes through a 
new occupational pension's board and to derive up their standards. 
Following the February 1974 election, the new labour government did 
not proceed with the state reserve scheme although it preserved the other 
elements of the package. Its white paper better pensions, published in 
September 1974, set out a more ambitious role for the state, aimed in particular 
at improving the position of women and lower earners. The proposals enacted 
as the Social Security Pensions Act 1975 and implemented from April 1978-
envisaged a reformed state pension scheme built around two elements: a basic 
pension and an additional earning related pension occurring at 25% of relevant 
earning. 
During the 1980s, concerns about the long-term cost of better state 
pension led in the Social Security Act, 1986 to cutbacks in state earning related 
pension scheme, coupled with efforts to encourage a more varied and flexible 
non-state pension sector. There was particulars concern that existing 
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occupational pension disadvantaged early leavers' worker who changed job 
frequently, leaving many small pension fund. 
With effect from the end of the century, the 1986 Act abolished the best 
20 years provision in SREPS, reduce the accrual rate from 25 to 20% and 
halved survivors' rights. From 1988, it introduced a new form of personal 
money purchase pension scheme in terms of privatization of pension sector. 
Employers could no longer make membership of their occupational pension 
scheme compulsory, while workers could opt out of both SERPS and 
occupational pension schemes on an individual basis, using national insurance 
contribution rebates to fund a portable personal pension. The new schemes 
were initially made more attractive by an extra 'incentive' rebate. 
The changes aimed to broaden options for private pension saving and 
assist mobile workers. However, the contribution rebate alone was inadequate 
to the fund without additional employer and employee contribution. So the 
government passed Pension Act 1995 to equalize pension age at 65 to be 
phased in between 2010 and 2020. 
The state policy of government elected in 1997 has been to seek to 
improve the position of existing pensioners. A substantial proportion of 
pensioners continued to be reliant on means-tested benefits, but many who 
were eligible did not claim them and there was long-standing resentment that 
the safety-net appeared not to reward thrifl. Income support for pensioners was 
restructured by the minimum income guarantee as well as through Pension 
Credit Act 2002, which provides different pension credit schemes, as well as 
guarantees a minimum income to all-over 60s, above the minimum, benefit is 
tapered away where there are savings, rather than being withdrawn £1 for £1. 
The government also committed itself to increasing pension credit in live with 
earning for a period. 
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Since the beginning of the 21** century there has been rising concern 
about the adequacy of the pension system in the face of demographic changes, 
together with high profile insolvencies and a number of closures of defined 
benefit schemes. This led to intensive debate about how best to stimulate 
pension saving, balance, interest of workers, employers, government and 
pension industry, and secure the long term future. A series of reports and 
enquiries led up the Green Paper Simplicity, Security and Choice: Working and 
Saving for Retirement in 2002. 
By this system proposed a simplification of the tax regime for pensions, 
replacing the eight existing tax regime with a single universal regime and 
enacted in the Finance Act 2004. The Pension Act 2004 reformed the pensions 
regulatory system, setting up a new pension regulator, and among other 
changes introduced a new levy-based schemes to protect the interest of 
members whose final salary schemes fail."' 
2. Insurance and Pension: Structure 
Structure of Insurance 
The insurance system of any country regulate to the whole economy. So 
the system must be simple and highly beneficial for the people especially for 
working class. The U.K. existing insurance system is of such nature which is 
beneficial for employee and can be divided under the following categories-
1. Life Insurance and Pension Schemes 
The schemes of life insurance and pension are of much importance for 
the employee of U.K. in their life pre retirement and after retirement. The main 
schemes offered by the life insurance and pension schemes are-
1. Life Insurance Schemes 
These schemes are broadly split into term insurance and whole life 
insurance schemes. The term insurance pays out if the policy-holder dies within 
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a certain period. Whole-of life insurance pays an agreed sum on death, 
regardless of when it happens. 
2. Pension Schemes 
The pension schemes are tax-efficient long-term investments through 
which people can save for their retirement, either individually or through a 
workplace pension scheme. Saving are not accessible until the holder reaches 
the age of 50, at which point it is possible to take part of the savings pot as a 
tax-free lump sum and the remainder as an income stream either in the form of 
an annuity or through a pension income product such as income draw-down. 
3. Annuities Schemes 
Annuities enable individuals to convert a savings pot into a guaranteed 
income for life. This insures people against the risk of living for longer than 
expected. Most annuities are purchased as a result of savings in a pension and 
there are known as pension annuities. However, there is also a market for the 
voluntary purchase of annuities that are not linked directly to pension savings. 
4. Saving Schemes 
The insurer also offers a range of other savings and investment products, 
including ISAS, investment bonds, and funds. These schemes save to the 
employee from their contingencies such as death, employment injury etc. 
because under these schemes the return on the secure funds are much in 
comparison to other schemes. 
2. Health Insurance and Protection Schemes 
The good health for the working class is very important because it increase 
the working capacity of employees. So the U.K. system provides some health 
insurance schemes. The main schemes offered by the health insurance and 
protection schemes are-
528 
1. Private Medical Insttrance Schemes 
These schemes cover the cost of private medical treatment. These 
schemes purchased either by a group or individual consumer, but in each case 
they pay a premium to help protect against unexpected or high health care 
expenses. Similar benefits are also provided through national health services 
and funded by the government through taxes. 
2. Long-Term Care Schemes 
These schemes offer insurance against needs, such as the cost of nursing 
homes, particularly for the elderly. The existing long term care market is 
mostly point of need. These schemes provides high amount to the employees in 
the cases of grave injury and accrued illness. 
3. Critical Illness Schemes 
These schemes pay a lump some amount to the insured if they are 
diagnosed with specific critical illness during the term of policy. Theses 
schemes provide whole medical diagnosis as well as treatment expenses. 
4. Income Protection Schemes 
These schemes pay an income as long as the policy holder is unable to 
work due to accident or sickness. The policy usually last until retirement. These 
schemes are last hope for the employee's when his all source of income close. 
5. Accident and Health Schemes 
These schemes pay either a lump-sum or weekly benefits in the event of 
accidental death or a specified injury. These schemes are benefited for 
employees when injury cause to them in their employment. 
529 
3. General Insurance Scheme 
These schemes provide insurance for companies or individuals against 
unwelcome future events. Such risks are typically shorter-term, and include 
covering everyday risks, such as the risk of a motor accident, theft or damage 
to property/ 
Structure of Pension 
The pension schemes are the last source of income for the employee 
when they retire. So the system of U.K. provides so many pension schemes for 
their future security, which are as follows. 
1. Government Pension Scheme 
The governmental pension schemes are those schemes introduced by the 
U.K. government for their employee's future security. These schemes are 
classified as follows-
1. Basic State Pension Schemes 
Under these schemes pension paid by the government to workers who 
have contributed for a sufficient numbers of years. The size of the pension 
varies with the years of contributions but does not depend on previous earning. 
The value of basic state pension under these schemes set just above a deemed 
subsistence level, and workers who wishes to obtain higher pension had to 
purpose this scheme. Under these schemes the pension reduces proportionality 
if the coverage is less than the required years, but workers may receive credit 
for their necessities. 
2. State Earning Related Pension Schemes 
These schemes are supplement to the basic state pension scheme. Under 
the SERFS benefits depend on the number of the years a worker contributed 
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and previous earning. These schemes finance by national insurance fund with 
payroll tax revenues. Their schemes have some limitations, workers receive no 
benefits if their weekly earning are less than lower earning limit (£64 in 1998) 
and they receive no additional benefits for weekly earnings above the upper 
earning limit (£ 485 in 1998).^  
3. Additional Pension Schemes 
The additional pension schemes come out to provide extra pension 
provision above the basic state pension. These schemes have been available 
only for the employees paying national insurance and certain exempted group 
(not including the self employed). These schemes contain three benefits - one 
is, (jraduated Retirement Benefit, second is. Sate Earning Related Pension 
Benefit, and third one is State Second Pension Benefit. This scheme is a 
voluntarily one. Those who do not with wish to participate can contract out. 
2. Occupational Pension Schemes 
The occupational schemes are arrangements established by employers to 
provide pension and related benefits for their employee. These schemes further 
classified into two -
1. Defined Benefit/Final Salary Schemes 
Traditionally, a large number of U.K. employers offered their employees 
access to a defined benefit or final salary occupational scheme. In such as 
arrangement, the employee was promised a fixed level of pension based on 
their final salary to which he or she would become entitled on retirement. The 
amounts payable are restricted by taxation rules, but are typically either a 
pension of one - sixtieth of their final salary for earn year of membership or a 
person of one - eightieth of their salary plus a tax free jump-sum of three-
eightieths. 
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2. Defined Contribution/Money Purchase Schemes 
Over the recent years, many employers have closed their defined benefit 
schemes to new members, and established defined contribution or money 
purchase arrangements. In this arrangement the occupational pension pays into 
the fijnd, and the fund is used to buy a pension (typically annuity) when the 
individual retires. The pension is therefore determined by the value of the fund 
and the health of the annuity when the individual retires, as opposed to their 
salary. 
3. Individual Personal schemes 
It is also possible for an individual to make contribution under an 
arrangement, they themselves make with a provider (such as insurance 
company). Similar tax advantage will usually be available as for occupational 
schemes. Contribution is typically in vested during individuals working life, 
and the used to purchase a pension at or following retirement. Various names 
are given to different types of individual arrangement, but they are not finding 
flindamentality different in nature. The genetic term is used to refer to 
arrangements established since the rules were liberalized in 1980, but can be 
sub-divided into offer types which are as -
1. Stakeholder Pension Schemes 
The stakeholders are a form of pension schemes or pension arrangement 
designed to be easily understandable and available. These schemes have been 
set up on terms which meet standards set by the government (Although these 
are restrictions on the charges the providers, may make). Although a 
stakeholder pension is personal pension, they can (and in some circumstances 
must) be offered by an employer as a cost - effective way of providing pension 
cover for their workforce. 
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2. Group Personal Pension Schemes 
The group personal pension schemes are another pension arrangement 
that are personal pensions, but are linked to an employer. These schemes can 
be established by an employer as a way of providing all of its employees with 
access to a pension plan run by a single provider. By grouping all the 
employees together in this way, it is normally possible for the employer to 
negotiate favorable terms with the providers, thus reducing the cost of pension 
provisions to the employees. The employer will normally contribute to this 
schemes.^  
3. Insurance and Pension: Reformation 
Reformation of Insurance 
The insurance sector is a key part of the U.K. financial services industry. 
It is important both from an economic as well as social perspective, that the 
U.K. has an insurance market, operates effectively, remains competitive in 
European markets, and in which all participants have confidence. The 
insurance industry allow consumers, both retail and commercial, to transfer 
risk, to buy protection and to save. 
In addition to providing an important service to individual consumers, 
the insurance industry under print almost all forms of economic activities and 
contributes directly and indirectly to wealth generation and social wellbeing. 
Issues and Cliallenges 
The insurance industry in U.K. is facing significant challenges -
1. Consumer and investor confidence in the management of insurance 
firms has been affected by insurances of miss-selling. 
2. Falling equity markets have seen U.K. and international life insurers' 
asset value fall sharply. 
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3. While both asset prices and liabilities can fluctuate widely even on a 
day-to day-basis, insurance firm liabilities crystallize over the longer 
term. 
4. The minimum solvency requirements include significant prudential 
margin, especially for with profits insurance is not transparent. 
5. The assessment data's submitted by individual firm is not validated. 
6. The firms are not complacent in respect of their financial liabilities. 
7. Insurance products are complex and there is no transparency in 
product information. 
8. The regulatory frame work restricts the competition. 
9. Increased in the life expectancy. 
10. Increase in cost and low availability of products. 
Proposals for Reforms 
There are some necessary steps which must be founded by the U.K. insurance 
sector which are as follows -
1. A more Consumer-Focused Approach 
Establish a more consumer-focused approach to increased customer's 
confidence and trust in the insurance industry, and a greater awareness of there 
own personal responsibility: 
1. By assisting customer to recognize and understand their needs for 
insurance coverage. 
2. By facilitating improved accessibility and customer engagement with 
the insurance market by developing insurance products and services. 
3. By widening the distribution of insurance products. 
4. By promoting the important role of insurance in helping customer take 
on personal responsibility for managing ask and for retirement saving. 
5. By building customer confidence by communicating a positive massage 
about the role of insurance industry. 
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2. A Broad Choice of Risk Management Solution 
Offer a broad choice of risk management solutions, which are competitively 
priced and provide customers with the product they need: 
1. By balancing the freedom to price coverage in line with the underling 
risk characteristics with protection of individual rights. 
2. By continuing the long term trend of working in partnership with the 
government. 
3. By encouraging innovation and reducing constraints in the development 
of insurance product. 
3. Partnership with Government 
Acting in partnership with the government to explore options to 
increases savings and protection provision and to help consumers manage 
financial distress by accident, in-health or old age: 
1. By using a mixture of incentives 
2. By encouraging and monitoring the success of initiatives aimed at 
increasing savings, 
3. By considering alternative options to cover the cost of health services 
and long term case. 
4. Encouraging Capital Flows 
Encouraging capital flows into the U.K. insurance industry by ensuring 
its competitive position in the global market place is maintained and enhanced, 
and that capital can earn a competitive return: 
1. By ensuring a stable regulatory and competitive tax regime in the U.K. 
2. By working with to government to promote open and equal access to 
international market that will position that U.K. industry as a major 
player in global insurance. 
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3. By ensuring a level playing filled for insurance. 
4. By investing in the U.K. insurance skills based to maintain leading edge 
skills in insurance technical management. 
Reponses towards Reforms 
Over the past two decades, the supervision of insurance companies in 
the UK has been a complex affair. Until Dec. 2001 insurance companies that 
sold long term investment products were regulated from by two U.K. 
Government departments: the Department of Trade and Industry, and Treasury 
Department with the technical assistance of the Governments Actuary 
Department. Then, starting in 1998 responsibility was gradually transferred 
from these department to the new regulator, the Financial Services Authority, 
which gained full regulatory power in December, 2001, when "Financial 
Services Authority and Market Act" 2000 was enforced. 
The objectives behind this step were-
1. Maintaining confidence in the U.K. financial system, 
2. Promoting Public understanding, 
3. Consumer protection, 
4. Reducing financial crime, 
5. Responsibility of the managers of regulated firm, 
6. Innovation and competition, 
7. International character of financial services and markets. 
These objectives are achieving by the Financial Service Authority by 
applying the consistent standard in their supervisory mechanisms. The 
Financial Service Authority developing an open and transparent approach to 
supervision to encourage firm to co-operate with it to enable them to pursue 
their financial stratigies.' 
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Reformation of Pension 
The pension sector is important part of social security of U. K. system. 
The need of reforms was facing by the government in the pension sector .So 
government moved in that direction by taking some steps. 
Issues and Challenges 
The U.K. like many other countries was facing the problems attached 
with the increasing demographic structure. The government was concerned 
about the future costs of acceptable welfare provision and recognizes some 
form of private retirement provision will considered necessary. They had need 
to take measures to ensure that the retire generation are given protection and 
that the private sector takes an appropriate private role in the provision of 
products to ensure adequate self-provision in retirement. 
The U.K. reformed its pension system as part of the policies that led to 
reducing the government role in the economy. The conservative government, 
whose rule lasted from 1979, curtailed the power of trade unions, privatized 
many public enterprises, and reduced government regulation. In addition 
government cut back on welfare programs and made labour market more 
flexible. These government policies aimed to restore market incentives and 
limit the rapid growth of the state sector to overcome the U.K. sluggish 
economic performance. 
The government made several changes to its pension system in 1986 and 
1995. One of the most significant changes enacted in 1986 allows people to 
partially opt out of the public pension system in favor of private pensions. In 
return, those workers receive a rebate on their pension contributions. In 
addition, the U.K. changes the benefit and indexation rules of the pension 
program in 1986 and instituted another reform in 1995, substantially reducing 
future benefit level. 
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Reformed Model of Pension 
In U.K., there is a right balance between pension provisions. The 
pension system in U.K. are built on the framework of partnership and divided 
into three pillar which are as follows-
Pillar I- State Pension 
The first pillar in UK is made up of a basic state pension and a 
supplementary earning related pension scheme. The basic pension is flat-rate, 
not earnings related but is reviewed each year in line with prices, on a statutory 
basis. The additional pension is earning related. The state manages both the 
basic pension schemes and SERFS on a pay-as-you-go basis. Total 
contributions go into the National Insurance Fund from which expenses and 
pension are paid. The basic pension is compulsory for employees and the self-
employed, and the unemployed, and the unemployed can join on a voluntary 
basic. National insurance contributions are paid by any one earning over £ 66 
per week, and entitled a person to sickness, maternity, disability, 
unemployment and pension benefits. The employer pays a proportion of the 
contributions unlike most countries; it is possible to "contract-out" of the 
supplementary part of the first pillar. 
The state pension is paid from age 65 for men and 60 for women, 
although the retirement age for women is to be increased gradually to 65 
between the year 2010 and 2020. Since April 1999, each member of state 
pension scheme receives a basic flat-rate pension of £ 66.75 per week, for a full 
contribution record, and for a married couple of £ 106. 70. Although not part of 
first pillar, it is important to note that income support is available to those with 
inadequate income, including inadequate pension. The level at, which income 
support become payable in currently is £ 10 per week, which is greater then the 
basic state pension. 
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Pillar Il-Occupational Pension 
About 75% of privately funded pension provision in the U.K. has been 
built within the second pillar through the voluntary sponsorship of pension 
schemes by employers. The employer is free to decide whether to setup on 
occupational pension scheme and will base that decision on advice from on 
employer benefit consultant or an independent fmancial adviser. Having 
established a scheme, which must be separated from the sponsoring company, 
all eligible employers who work for the company must be allowed to join the 
scheme. But since the introduction of third pillar personal pension in 1988, 
employers have no longer been allowed to make membership of an 
occupational scheme a condition of employment, because employees can not 
be members of both an occupational and a personal pension scheme for the 
same period of employment. 
The employer will chose the type of scheme; either defined contribution 
or defined benefit scheme, under a defined contribution scheme, in which the 
employer and employee make contribution into the fund, the amount of pension 
is that which the accumulated invested contribution can buy at retirement by 
the purchase of annuity, usually from an insurance company. Tax relief is offer 
at both employer and employee contribution, and on investment earning, 
although the pension is subject to tax when paid. 
Under the defined benefit schemes, the amount of pension depends on 
each individual scheme. Within limit set by the tax authorities, the employer 
can choose the fraction of salary that is to be offered as pension depending on 
the number of years of employment within the scheme. The employer agrees a 
definition of "salary", often related to a period leading up to leaning 
employment, and also decides those elements of remuneration to be included. 
The tax treatment is similar for both first and second pillar. 
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The amount of contributions also depends on each individual scheme. 
Under some schemes employees are exempt from contributions, although they 
can voluntarily contribute up to 15% of salary into the scheme to be additional 
benefits where employees are required to contribute, they typically pay 
between 4% and 6% of earnings. In a defined benefit scheme the employer 
contributes whatever is needed to balance the fund and to purchase the benefits 
as they fall due. 
Pillar III - Personal Pension 
The insurance companies are the main providers of personal pension 
schemes. Personal pensions offer an alternative to both SERFS and 
occupational pensions. The advantage is that they are fiilly portable when an 
employee changes employment, although they suffer obvious disadvantages 
that an employer is not required to contribute to a personal pension even when 
the employee could have chosen to join an occupational scheme. 
All personal pensions operate on a funded money purchase basis, where 
amount of the pension is that which the accumulated contributions can buy at 
retirement by the purchase of an annuity. 
The amount of contribution paid into a personal pension is decided by 
the individual concerned. Employers may choose to contribute as well, 
although most choose not to individual can choose to opt out of the earning 
related element of the first pillar and receive rebate on their national insurance 
contributions which has to be invested in their pensions.'" 
Effects of Reforms 
By allowing workers to opt SERFS, the government lowered the 
revenue of the National Insurance Fund. By 1995, almost 6 million workers, or 
25% of the workforce, chose to purchase pensions. About 5.4 million of those 
workers have been previously enrolled in SERFS; the rest left occupational 
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pension plans. As mentioned, the government incurred additional costs by 
offering a special incentive rebate to workers who opted out of the system. 
The U.K. faces some of the typical costs of making the transition from 
pay-as-you-go system. These costs arise because retiree and older workers 
continue to collect government finance benefits, and younger workers who opt 
out of SERFS reduce their national insurance contributions. Moreover, workers 
who have opted out may still claim SERFS benefits according to the number of 
years they were covered under SERFS. 
The government of U.K. has been able to manage those transition costs 
easily for several reasons. First, since not all workers opted out of SERFS, the 
pension system has been only partially privatized. Second, because SERFS is 
fairly young program, a relatively small number of current retiree receives any 
benefits. Most retiree receives benefits only fi"om the basic state pension, which 
is less generous. Third, changes in the programs tax rate of up to 1 percent 
point do not require parliamentary approval. Changes in national contribution 
rate are therefore easier to implement than changes in income taxes. According 
to some analysts, the national insurance contribution rates have been about 2% 
point higher than they otherwise would have been. Finally in some years the 
national insurance fund has received transfer from general revenues, while 
helps reduce the fund deficits. 
In addition, the reforms in 1986 and 1995 substantially reduce future 
benefits from SERFS. SERFS benefits were cut back from 25% of wages to 
20%. 
Because of the cut in SERFS benefits, the basic state pension accounts 
for most of the governments remaining obligation. Although basic benefits are 
projected to decline substantially relative to average earnings, the cost of the 
basic state pension is still expected to rise from £26.9 billion in 1994-1995 to 
£41.9 billion in 2030-31 more than three times the projected cost of SERFS. 
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That increase reflects the aging of the U.K. population, which more than offsets 
the cut in benefits per receipt, n 
4. Insurance and Pension: Legislations 
There are so many legislations playing important role in the 
administration of insurance and pension sector of U. K. such legislation are as 
follows-
1. National Insurance (Industrial Injuries) Act -1946 
The provision for the payment of benefit to persons injured in the cause 
of their employment come into being concurrently with the comprehensive 
scheme of national insurance based upon the Beverage report and as an integral 
part of that scheme, by the National Insurance (Industrial Injuries) Act 1946. 
The inauguration of the scheme in 1946 marked the ending of a long and for 
from creditable episode in the law of master and servant as if had evolved from 
the earlier times. 
By the passage of National Insurance (Industrial Injury) Act-1946, the 
new system come into being, and differed from the old in a number of respects. 
By being integrated with national insurance the injured person no longer 
claimed against the employer at all, and the employer therefore had no interest 
in resisting the claim. The new system applied to all employees, whether 
manual or non-manual and irrespective of remuneration, whereas the old was 
selective. And, most important perhaps, the receipt of the immediate benefit did 
not effect the employee's might to claim damages at common law if he thought 
he had a cases, and the simultaneous abolition of the doctrinal of common 
employment strengthened his rights in this regard.'^  
Obligations of Employer Regarding National Industrial Injuries Insurance 
The obligations of employers regarding industrial injuries insurance are as 
follows-
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1. Employer identified to the insurable employment with the employment 
under any contract of service by the employers. 
2. No employer insures to the self employed person under the service 
contract by the employer. 
3. No employer discriminate any person on the ground of sex or age in 
respect to the insurable employment. 
4. Employer exempt to the person from insurance, working -
1. As employee of casual nature 
2. An employee of one's husband and wife. 
3. As employee in correction with household duty or employee as 
relatives. 
Obligation of Employee Regarding National Industrial Injuries Insurance 
The obligations on the part of employees required for the benefits of 
employment injury are as follows-
1. Employee insures under the scheme of Employee National industrial 
Injurious Act, 1946. 
2. Employee pays their contribution by means of a stamp. 
3. Employee sustains the injury causes by the accident or arising out of in 
the course of employment. 
4. A prescribed disease or personal injury caused by accident due to the 
nature of insured person's employment. 
Benefits Regard National Industrial Injuries Insurance 
1. Industrial Injury Benefit 
This benefit is payable for every working day except Sunday for which 
the insured is incapable of work. The benefit will terminate when insured 
person become again capable of work or, in any case, at the end of 156 days. 
No benefit is payable for the first three days of incapacity except where the 
incapacity casts for 12 days or more. 
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2. Industrial Disablement Benefit 
An insured person can claim this benefit either when his injury leaves 
some casting effect with out his becoming thereby incapable of work. 
The amount of benefit payable is not a set figure as for injury benefit, 
but varies according to what the Act calls "the degree of loss of mental or 
physical faculty." This means that the insured will have to submit to a medical 
examination to ascertain the gravity of the effect of the injury. The degree of 
loss of faculty will be expressed in percentage term the scale of disablement 
benefit for 100 percent. The loss of faculty, being the same as that in case of 
injury benefit. Proportionately lesser amount will be payable for a lower 
percentage loss of faculty. In order to standardize the awards the minister has 
provided for a scale of assessments to be applied to the more frequent types of 
disabilities. The medical board will have to rate offer disabilities by fitting 
them into the scale according to their gravity. Account will be taken of the 
insured person's state of health of existing disabilities, but not of his 
occupation. Disablement benefit takes the form of a disablement pension if the 
degree of loss of faculty has been assessed at 20 percent of more. If the degree 
of loss of faculty is assessed at less than 20 percent the claimant were receive a 
lump-sum payment as a disablement gratuity. Provision is made, however, for 
the claimant to choose a small pension instead of a gratuity where he believes 
himself to be entitled to one of the supplements mentioned by the concerned 
Act.'^  
3. Industrial Death Benefit 
The benefit is payable normally to the widow of the insured person, 
though where the husband of an insured women has been depend on her, he 
may claim this benefit as well. In exceptional cases the parents of the deceased 
person may also claim death benefit if they have been substantially maintain by 
him or her. For first thieteen weeks of widowhood a widow would receive a 
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widow's allowance at a slightly light rate, which is intended to help her to 
adjust her life to the new situation. Afterwards a widow receives a widow's 
pension at one of two rates. The higher rate is payable where is or become over 
fifty years old, where she is incapable of self-support, or where she has the case 
of child of school age. The pension is paid as long as the widow remains 
unmarried. If she should remarry the pension would cease, but she would be 
paid a gratuity equal to one year's.'^ 
Contributory Efforts Regarding National Industrial Injuries Insurance 
A contribution is payable in respect of an insurable person if he has been 
employed during any part of a contribution week. A contribution week lasts 
from midnight on Sunday and midnight of the following Sunday. Contributions 
are payable also in respect of a week during which the employee was on paid 
holiday, but not for weeks in which the insured person was sick, injured, or 
unemployed. 
The insurance card of an employee is kept by his employer but it is the 
duty of insured person to obtain it from the first place. The insured person to 
may demand to see his card to make sure that it is property stamped, but he 
may not do so more often than one month or he can not keep it more than one 
month. Contribution are payable at the beginning of each contribution week -
that is to say, before the employee's remuneration fall due. The employer may 
then deduct the insured person's share in the contribution - but not more than 
his share - from his wages. If the employer attempt to deduct his own share 
also he would be liable to a five. The deduction must be made always in the 
same week to which the contribution refers. If the insured person is employed 
by a number of employers in the course of the same week are responsible for 
the stamping of the card. Arrangements may make, however, between the 
various employers for the sharing of the cost. 
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Apart from his responsibility for the stamping of the insurance card, the 
employer also most investigate every evident that is reported to him, and must 
on request furnish information about the evident to insurance officer. Where 
the employer is the occupier of a factory, mice or quarry, or where he employs 
more than ten persons, he must also keep an accident book.'^ 
Administrative Steps Regarding National Industrial Injuries Insurance 
The responsibilities of administering the industrial injuries scheme rest 
on the minister of pension and national insurance. The minister appoints 
inspectors whose main task is to secure enforcement of the Act. They enter 
premises in which persons are employed and question anyone they find there. 
They may ask for the production of wages books and of offer records so as to 
see that all insurable persons have in fact been insured. 
The day to day administration of the scheme falls to the local offices of 
the ministry. In each of these offices there are one or more insurance officers 
whose responsibility is to deal with claims for benefit. The insurance officer 
may either grant benefit, or he may refuse it, or, in exceptional cases, he may 
refer the claim to the local appeal tribunal. Where, however, the claim involves 
what is called by the Act a "special question" the insurance officer will have to 
refer it for division either to minister or the local medical board. The following 
question has to be referred to the minister: 
1. whether a person is or was in insurable employment; 
2. Whether a person is exempt fi-om paying contributions; 
3. who has to pay contributions as the employer or an insured person; 
4. what rate of contribution is pay able; 
5. where there is more than one person claiming industrial death benefit, to 
whom payment should be made; 
6. When constant attendance allowance is claimed how much should be 
paid, and for how long; 
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Where the minister has decided a question under 1 - 4 above the 
aggrieved claimant may appeal against the minister's division on a point of law 
to a judge of the high court. Decision of the minister under point 5 and 6 are 
final. 
The local medical board will have to pronounce on the following -
1. Whether the accident has resulted in a loss of faculty for claimant; 
2. Whether this loss of faculty is likely to be permanent, and 
3. What the degree of loss of faculty is. 
The aggrieved claimant may appeal from the decision of the medical 
board to a medical appeal tribunal, consisting of a chairman and two other 
members who are medical practitioners. It is possible to appeal from the 
tribunal to the industrial injuries commissioner, but only on a point of law and 
subject to obtaining leave from the tribunal or the commissioner. 
From the division of the insurance officer an appeal lies to a local appeal 
tribunal. Such a tribunal consists of are or more members representing 
employers and an equal number of members representing work - people, 
together with an independent chairman. All members are appointed by the 
minister who will choose the representative members from panel set up by 
nominations from representative organizations of employers and workers. The 
tribunal, apart from dealing with appeals from division of insurance officers, 
who deals with claims directly, where they have been referred to the tribunal by 
insurance officer. 
The provision is made by the Act for a fiirther appeal. For this purpose 
the crown has appointed an Industrial Injuries Commissioner and a number of 
Deputy Commissioners, who mast is barristers with a minimum of ten years' 
professional experience. Since the Family Allowance and National Insurance 
Act, 1959, there is no need to obtain leave to appeal. The appeal will be heard 
either by the commissioner or by one of his deputies, sitting on his own, or by a 
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tribunal consisting of commissioner and two of his deputies sitting together. 
This latter method is used where the commissioner falls that the appeal 
involves a question of some legal difficulty. 
An appeal from the decision of a local appeal tribunal may be made 
either by an insurance officer or by the claimant or by a trade union of which 
the claimant was a member. The decision of the commissioner and of the 
tribunal is published by the H. M. Stationery Office, and insurance officers are 
expected to note the reasoning behind them. There exists, there fore, a kind of 
national insurance case law. 
Before minister makes regulations under the Act, the Stationary Office 
must submit the regulations in draft form to the industrial injuries advisory 
council. This council consists of a chairman and of an equal number of persons 
representing employers and employee. All of them are appointed by the 
minister. The council's takes is to advise the minister. The council's task is to 
advise the minister on draft regulations and on all other matters concerning the 
administration of the Act. n 
2. National Insurance Act -1946 
The National Insurance Act 1946, provide for insurance against the 
contingencies such as unemployment, sickness, old age, maternity, 
widowhood, orphan hood and death. The purpose of the national insurance 
scheme is to provide insurance cover for the entire population, subject only to 
certain exceptions. Within the purview of Insurance Act, there are three 
categories to whom insurance are to be given -
1. Employed persons - i.e. those who are gainfully employed under a 
contract of service, 
2. Self-employed person - i.e. those who are gainfully employed otherwise 
then under a contract of service. 
3. None employed persons - i.e. all other persons. 
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The benefit receives by these three classes of insured persons are not the 
similar in nature. A non-employed person is not entitled to unemployment, 
sickness, and maternity benefits, while a self-employed person is not entitled to 
unemployment benefit. The rates of contribution also differ as between the 
three classes. 
The certain other classes of persons are exempt from liability to pay 
contributions. The most important among them are persons undergoing full 
time calculation or full time on paid apprenticeship and persons with an income 
of less than £ 104 a year. Although the former are not paying contributions, 
they will be credited, with them so their insurance record will not be spoilt. 
Persons who are sick or unemployed are similarly exempt from the payment of 
contributions and are credited with them'* 
Obligations of Employer Regarding National Insurance 
The obligations of employers in reference of insurance benefits for the 
employee are as follows-
1. No employer should pay the benefit for the period in which the work 
stopped by the employee due to the reason of trade dispute. 
2. No employer pay unemployment benefit till the period of six weeks in 
case of-
1. Voluntarily misconduct toward employer. 
2. Refuse suitable employment without any reasonable cause. 
3. Voluntarily neglect in during work. 
4. Refuse to do work notified to him without any reasonable cause. 
3. No employer should pay the sickness benefit till the period of six weeks 
in cases of-
1. Incapability of employee due to his own misconduct. 
2. Fail without good cause to attend to such medical or other examinations. 
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Obligations of Employee Regarding National Insurance 
To get benefits under the Insurance Act, the following obligations must be 
followed-
1. No employee stops work by creating dispute with employer vis. a vis 
another follow employee. 
2. No employee commits misconduct towards the employer. 
3. No employee refuses a suitable work without any reasonable cause. 
4. No employee neglects towards their work. 
5. No employee fails to carry out any written recommendation. 
Benefits Regarding National Insurance 
The benefits provided within the scheme of National Insurance Act are 
as fallows-
1. Unemployment Benefit 
A person is entitled to unemployment benefit in respect of any day of 
unemployment which forms part of a period of interruption of employment. He 
is not entitled, however, to benefit for the first three days of any period of 
interruption of employment, unless within a period of thirteen weeks beginning 
with the first day of unemployment he has a further period of nine days of 
interruption of employment forming part of the same period of interruption of 
employment. For this purpose any two days of interruption of employment, 
whether consecutive or not, within a period of six consecutive days, are treated 
as a period of interruption of employment. Thus in order to draw the benefit of 
the first three days of unemployment for twelve day altogether, these twelve 
days mast has fallen within a period of thirteen weeks, and no days is counted 
unless it is one of two days falling within a consecutive period of six days. 
Sunday are disregarded for this purpose. 
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2. Sickness Benefits 
A claimant of sickness benefit must show that he has been incapable of 
work of every day for which benefit is claimed. A man is incapable for work 
for this purpose only if there is no type of work which he could be reasonable 
expected to do, having regard to his age, education, experience, and state of 
health. Work means remunerated work, so that a woman may be incapable for 
woric, which still able to perform some of her domestic duties. 
A person is entitled to the sickness benefit in respect of any day of 
incapability which also forms part of such a period. He is not however entitled 
to any benefit for the first three days of any period of thirteen weeks beginning 
with the first day of sickness; he has a fiirther nine days of interruption of 
employment forming part of the same period of interruption of employment. 
Contributory Efforts Regarding National Insurance 
The contribution are paid jointly either by employee and employer. The 
employer pays the contribution, and deduct them the employer's share from his 
wages. If any has been considered, the rate of contribution shall be increase by 
the order of treasury, in order to maintain trade stability. The rate of 
contribution should be reducing during the period of thirteen days of 
unemployment; the idea behind this is to leave both employer and employee 
with more money to spend. 
Where the employer fail to pay to the employee the sickness as will as 
maternity benefit to which he/she would have been entitled, the employee may 
recover the amount lost form the employer as civil debt. These providing 
would take place before the local magistrate. Where contributions have been 
paid in order at a higher rate than which was appropriate, the employer or the 
insured person may make a claim for the repayment of sum-over paid. 
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Administrative Steps Regarding National Insurance 
The responsibility for the administration of the Act rests again with the 
ministers of pension and national insurance, and is affected by him through the 
local and regional offices of the ministry. 
The highest court of appeal is the National Insurance Commissioner and 
his deputies, who are appointed in the same way as their counter part under the 
industrial injuries scheme. The minister is responsible for the making of the 
decisions regarding the following matters-
1. Whether a claimant has satisfied the contribution conditions 
regarding any particular benefits; 
2. Where an increase in a benefit is payable which of two persons 
should be entitled to receive it, 
3. Which class of insured persons a person should come under, 
4. Family allowance matters. 
A person who is dissatisfied with the minister's decision may appeal 
from it on a point of law to a judge of the High Court. 
There is no appeal from a decision of the commissioner, but any 
decision, whether made by an insurance officer local tribunal or by the 
commissioner, may be reviewed by he insurance officer where-
1. Fresh evidence has come into light which was unknown when the 
decision was given originally, 
2. The decision was given in ignorance of some material fact, 
3. There has been a material change in circumstances since the decision 
was first given or 
4. Where the decision was based on a ministerial decision regarding a 
matter which has to be decided by the minister, and the minister has 
reviewed his own decision. 
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The minister is advised in performance of his duties by the National 
Insurance Advisory Committee. This committee has to consider in draft from 
any regulations which the minister propose to make, and its report on the 
regulations must be submitted to parliament with the draft regulations, where 
the letter require parliamentary approval before they can come into operation. 
The committee consist, a chairman and of four to eight other members 
appointed by the minister. The membership of committee must contain 
representative of employers, trade unions and friendly societies, but there may 
also be other persons, such as representatives of the academic world.'^  
3. The Social Security (Incapacity for Work) Act-1994 
The social security (Incapacity for Work) Act 1994 is the most radical 
piece of social security legislation in the arena of employee's welfare. This Act 
abolishes the sickness and invalidity benefit and replaces them with a new less 
generous benefit "Incapacity Benefit." The conclusion seeks to put these 
changes in the context of other recent and impending developments in social 
security provision.^ ** 
Before passing of this Act, the invalidity benefit had been increase up to 
£5,771 million. The reasons behind this increase are more difficuh to ascertain. 
At that time the disability benefits have become a form of surrogate early 
retirement, especially for working class men, due to this reason invalidity 
benefit become more attractive proposition than reliance on unemployment 
benefit and income support.'^ ' 
Subsequently econometric studies have identified a number of factors 
contributing to this growth. First, demographic effects, in term of age and 
health conditions, have been shown to be very important determinates of both 
the probability of moving on to invalidity and the duration of invalidity claims. 
Secondly, areas of high unemployment and the poor housing have also been 
associated with both these phenomena. 
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A more recent analysis by the Policy Studies Institute conclude that 
more than half of the increase in invalidity claims could be accounted for as 
follows: 
The 29% of extra cases were because of people over pension able age 
drawing invalidity rather than their retirement pension for tax reason; 16% 
were due to increasing participation by women in the labour market; and 13% 
were attributable to a gradual increase in the number of disabled people in the 
relevant age groups. This lifts some 42% of the extra cases arising from 
unexplained factors. 
The future of invalidity benefit moved toward the top of the political 
agenda in the period of 1992. In 1992, it was widely reported that the 
government was examining way of cutting back or invalidity benefit. 
Confirmation of the division to cut back on invalidity benefit comes in June 
1993 in a confidential draft policy paper from the secretary of state for social 
security to the Prime Minister. 
In the year of 1993, the department of social security issued several 
findings of various research projects relating to invalidity benefit. But by this 
time, of course, the essential framework for the abolition of invalidity benefit 
had already been set. In the subsequent debate in the parliament on the Social 
Security (Incapacity for Work) Bill, the findings of these reports were regularly 
deployed in argument from the opposition benches. Ministers, however made 
little reference to these studies and ignored the earlier research into the reasons 
for growth in invalidity benefits expenditure. In the second reading debate, the 
secretary of state set out three objectives for the new scheme-
'''First, to ensure that the huge and rising sums devoted to sickness 
benefits are properly focused on those who are genuinely too unwell to work; 
secondly; to ensure that the cost is affordable, and thirdly, to provide a more 
rational structure of benefit. " 
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So far as the first goal is concerned, the secretary of state argued that the 
rules for assessing incapacity for work have been progressively widened and 
complicated, by case law, so making the system open to abuse. The new test 
would be designed to be more objective, simpler to understand and easier to 
apply. The second aim reflects the government's continuing adherence to the 
crises theory of welfare state expenditure. The changes are bound to be 
controversial but invalidity benefit is one of the where, realistically, savings 
could be made over the period. Other major sectors of benefit expenditure were 
protected from cuts either because of the political sensitivity (retirement 
pension) or because of manifesto commitments (chill benefit). The third reason, 
while commendable in itself, is difHcult to reconcile with the disability 
benefit." 
Benefits Regarding Incapacity for Work 
The benefits regarding incapacity for work are classified into two 
categories which are as follows-
Benefits after Jan 1994 but before April 1995 
1. Sickness Benefit 
According to the Beveridge scheme, sickness benefit was paid at a flat 
rate (equal in value to unemployment benefit) for so long as a person was 
incapable for work. The role of sickness benefit was further marginalized with 
the enactment of the statutory sick pay scheme, which has constituted the 
principal benefit for those off woric due to short-term sickness benefit. 
Statutory sick pay is now payable to eligible employee for 28 weeks. Before 
April, 1995, incapacitated claimants who did not qualify for statutory sick pay 
were entitled to sickness benefit for the same period. ^^  
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2. Invalidity Benefit 
The invalidity benefit would be payable until the person become fit to 
work again or until five years after pensionable age. Strictly speaking, the 
invalidity benefit was a composite of three separate elements. The first was the 
basic invalidity pension, paid at the same rate as the state retirement pension 
and which could be supplemented by additions for adult and child dependants. 
The second was the invalidity allowance, paid at one of three rates according to 
the claimant's age on the first day of incapacity for work. The third component 
was an earning related additional pension. 
The scope for differing views about an individual's capacity for work 
was reflected in the statistic for invalidity benefit appeals. In 1993, social 
security appeal tribunals determined 77,895 appeals and references, with the 
success rate for claimants averaging 40%. Claimants bringing invaliding 
benefit appeals succeeded in 55% of all cases, the highest success rate of all 
mainstream benefits. Some adjudication officers had undoubtedly developed a 
some what judicial view in respect of invalidity benefit -
''Fit for limited work cases are destroying because you lose them all you 
disallow on the papers in front of you by what the doctor says. And that's an 
objective thing. The tribunal can subjectively decide on seeing the claimant. 
The claimant come in looking like death wormed up and course hobbling 
around, and the tribunal says 'The man can'tpossibly do any work".^'' 
Benefit after April' 1995 
Under the new scheme statutory sick pay remains the main source of 
income maintenance in respect of short-term incapacity for work. The only 
reform made by 1994 Act, was the abolition of the old lower rate of statutory 
sick pay. This change was beneficial both to the lower paid and employers, 
who previously had to administer different rate of statutory sick pay. Sickness 
benefit was abolished and replaced by the lower rate of short term incapacity 
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benefit. This appears to be no more than a change of name, as the new benefit 
was paid at the same rate as its predecessor and the contribution conditions 
remained essentially the same. The result was that for claimants were see any 
real difference for the first 28 weeks of their incapacity for work. 
The position radically changed after six months. Before April'1995, a 
claimant who remained incapable of work would transfer directly to invalidity 
benefit. Such a person would now move to an intermediate level of benefit, 
which would be paid at the same basic rate as statutory sick pay. This has led 
lynes to suggest that as statutory sick pay has not been up rated since 1990, this 
may be part of a strategy to freeze the higher rate of short-term incapacity 
benefit until the lower rate catches up, enabling the former rate to be abolished. 
Additions for dependents became payable top of this basic rate, as from week 
29 or from 1 for those entitled to the lower rate of short-term incapacity 
benefit, although the criteria for their award had been tightened up. Adult 
dependency additions were payable only if the dependent was aged 60 or more, 
or was caring for children. Child dependency additions also remained payable 
as from week 29, contrary to governments original intention to postpone receipt 
of this supplement until after 52 week of incapacity. 
The highest or long-term rate of incapacity benefit would became 
payable only after 52 weeks for the vast majority of claimants. It follows that 
the claimants who move from statutory sick pay to the higher rate of short term 
incapacity benefit without any entitlement to dependency additions would see 
no change in their level of benefit for the whole of their first year of incapacity. 
The long term rate was payable so long as the person remained incapable, up 
until state pension able age. Age additions (which were previously payable 
from week 29 with invalidity benefit) were available only with this long term 
rate of incapacity only with this long-term rate of incapacity benefit, instant of 
the three rate of age, allowance available under invalidity benefit, these are just 
two rates of incapacity benefit: a higher amount for those aged under 35 and a 
lower figure for those aged between 35 <& 45. 
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This represent a considerable cut in the value of the age additions; not 
only does it became payable later, but claimants aged 45 or over are no longer 
eligible. Finally, the earning- related additional pension had been abolished and 
existing recipient would have that element in their benefit in cash terms, 
contrary to commitments given when the Social Security Act 1990 was 
enacted. 
Test to Determine the Incapacity for Work 
There are two tests to determine the incapacity for work which are as follows-
1. Own Occupation Test 
This test reflects the previous arrangements during initial sickness. For 
the first 28 weeks of incapacity, claimants who have been in works for more 
than 8 weeks in the 21 weeks immediately before their claim will be judged 
according to the demands of that job. 
2. All Work Test 
After 28 weeks, or from the outset for those without a regular 
occupation, claimants will be required to satisfy all work test, even though they 
do not progress to that top rate of benefit until after 52 weeks have elapsed in 
the principle, the all work test applies to all claimants who transfer from 
invalidity benefit to incapacity benefit as well as all new claimants, but there 
are some important exceptions to this rule. 
The stated goal of 'all work test' is to establish a more objective 
assessment of incapacity for work. The department of social security has 
developed a series of measures, now embodied in regulations, which seek to 
quantify various functional abilities e.g. walking, sitting, standing, and them to 
rate the relative severity combinations of specific functional limitations in each 
functional area (or activity) a level of impairment is designated as the 
threshold for incapacity for work. Any impairment equal to or above this 
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threshold is given a score of 15 less severe disabilities are rated with lower 
scores, but with the possibility of aggregating scores in relation to different 
disabilities in order to reach the threshold benefit. '^ 
4. Pension Act-2004 
The Pension Act 2004 introduces a number of important changes to the 
U.K. pension's environment. The brief description of changes is as follows-
1. Limited Price Indexation 
Currently any pension in respect of defined benefit scheme received in 
respect of service after 6 April' 1997 must be increased by the lower of 5% or 
the increase in the retail price index. This is known as the limited price 
indexation. 
With effect from 6 April' 2005 limited price indexation will became 
lower the lower of 2.5% or the increases in retail price indexation for any 
pension received in respect of service after 6 April 2005. 
This change only applies to pension payments; deferred pensions in 
excess of the guaranteed minimum pension will continue to be increased by 
lower of 5% or the increased in retail price indexation. 
2. Short Service Transfer Requirement 
Currently, the only statutory requirement for members who leaves a 
scheme with less than two years of pension able service is to receive a relEund 
of their own contributions. 
With effect from 6 Aprir2005 once a member has completed 3 months 
of pensionable service in addition to offering the option of a refund the pension 
scheme must also offer a transfer value. A member will still only become 
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statutory entitled to a deferred pension on completion of 2 years pension able 
service. 
3. Additional Voluntary Contributions 
It will no longer to be a legal requirement to allow members to pay 
additional voluntary contributions. However, the pension scheme will continue 
to offer its existing additional voluntary contributions arrangement. 
4. Disputes Procedure 
Since 6 April, 1997 all pension schemes have been required to have an 
internal dispute resolution procedure to resolve member complaints. Currently, 
internal dispute resolution must be of two stage process with the second stage 
being an appeal to the Trustee with effect from 6* April' 2005 it ceases to be a 
requirement to have a two stage procedure. However, the scheme is not 
planning to have a change its existing process and therefore members will still 
be able to appeal to the Trustee if they are not satisfied with the resolution that 
they receive. 
5. Pension Regulator 
The occupational Pension Regulator will ceases to exit on 5 April 2005 
and the Pension Regulator will take over from 6th April 2005. The main 
objectives of the Regulator will be, to protection the benefits of members of 
company pension arrangements, to keep claims on the pension protection Fund 
to a minimum and to facilitate good pension scheme administration. 
6. Pension Protection Fund 
There is to be a new levy on all defined benefit schemes to pay for the 
new pensions protection Fund, which is an insurance scheme to protect 
members of an insolvent employer's defined benefit scheme. 
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As a compensation scheme, the pension protection fund will offer a range of 
protection: 
1. A 100% of the original pension promises if the member is in the case 
of past scheme's retiring age is already receiving pension. 
2. For pension earned from or after April 1997, increase at limited price 
indexation up to 2.5% each year. 
3. A 90% of the original pension for other members, capped initially at 
£25,000 a year as at age 65. 
Detail of the amount of levy and exactly how it will be calculated will 
be published in regulations. However, the levy will be calculated in two parts: a 
flat rate levy based upon the member of member's, and a risk based levy based 
upon the likelihood of the scheme making a claim on the Pension Protection 
Fund. In the first year only the flat rate levy will be payable and it is expected 
that the risk based levy will be introduced at a later stage. 
7. Multi-Employer Scheme Debt 
The multi-employer-scheme-debt means that in future the Regulator will 
be able to issue a 'contribution notice' sating that is liable to pay a specified 
sum to the trustee, in respect of any scheme debt. 
8. Scheme Funding Requirements 
The pension Act 2004 replaces minimum fimding requirement with the 
statutory funding objective, which will be specific to each individual scheme. 
The trustee must prepare a statement of funding principles for each scheme 
setting out the policy for achieving the statutory funding objective. 
9. Business Transfers 
Currently, Pensions are not covered by the Transfer of Undertaking 
(Protection of Employment) Regulations 1981. With effect from 6^ April 2005, 
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an employer acquiring another business will be obliged to provide pension 
rights for transferring employees who were or could have been members of the 
old scheme. There are three options: 
1. To provide a replacement defined benefit scheme with a benefit 
structure at least equivalent to the minimum for contracting-out. 
2. To provide a replacement defined contribution scheme with the 
employer matching employee contributions up to 6% 
3. To contribute at the same rate as above to a stakeholder arrangement 
for the employees 
10. Trustee 'Knowledge and Understanding' 
A duty is now placed on all individual and corporate trustees each must 
have sufficient 'knowledge and understanding' that is appropriate for the 
purpose of enabling the individual to properly exercise the function in question 
as trustee. 
The trustees are instigating an appropriate training programmed and the 
trustees will continue to employ a full range of professional advisers to ensure 
this obligation is always met. 
11. Member Nominated Trustee 
The Pension Act 2004 requires Occupational Pension Schemes to have 
in place arrangements that will provide for at least one-third of the total number 
of trustees to be member-nominated if the scheme has a corporate Trustee, at 
least one-third of directors must be member- nominated. 
The Pensions Act 2004 also includes provision for the secretary of state 
to change the member nominated trustee provisions in the future to require one-
half of trustees, or directors in the case of a corporate trustee, to be member-
nominated. 
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12. Financial Planning in the Workplace 
The Pension Act 2004 contains powers to compel employers to provide 
their employees with access to information and advice about their pensions and 
savings for retirement. The idea is that short falls between current savings and 
what individuals need for retirement may be identified, and individuals can be 
provided with information on the saving options available to them. 
13. Requirement to Consent on Benefit Changes 
Regulations are likely to be made that will require employers to consult 
with members on changes to schemes. 
14. Improvements in the Incentives to defer State Pension 
The Pension Act-2004 allows individuals to defer drawing their state 
pension indefinitely. The rate of state pension increase in being improved to 
l/S"* of 1% for each week that retirement is deferred past state pension age. 
As an alternative to an increased pension, if an individual defers 
drawing their state pension for at least 12 months then they can claim a lump 
sum, which would be subject to tax. The lump sum is calculated as the amount 
of pension foregone, with allowance for interest.^ ^ 
5. Financial Services Authority and Market Act- 2001 
In setting up a single financial services regulator the government aimed 
to create an effective regulatory regime based on a clear and robust structure 
within which a single statutory regulation has clearly defined regulatory 
objectives, a single set of coherent functions and powers, and the flexibility to 
take full account of the different regulatory approaches appropriate to different 
firms, markets and consumes and to respond to rapid changes in the financial 
market. 
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In this respect the government submitted the draft in the parliament 
which was passed by the parliament in 2001. 
FSA's Statutory Objectives 
This Act stated the following objectives of the Financial Services Authority-
1. Maintaining confidence in the financial system. 
2. Maintaining public understanding of the financial system, 
including promoting awareness of benefits and risk associated 
with different kinds of investment. 
3. Securing the appropriate degree of protection for consumers, 
having regard to the differing degree of risk involved indifferent 
kind of investment of their transaction, the differing degree of 
experience and expertise which different consumers may have in 
regulation, and the general principle that consumer should take 
responsibility for their decisions. 
4. Reducing the extent to which it is possible for business carried on 
by a regulated person to be used for a purpose cormected with 
financial crime, with particular regard to the desirability of 
regulated persons being aware of the risk of their business being 
used in connection with the commission of financial crime and 
taking adequate measures to prevent, facilitate the detection and 
monitor the incidence of financial crime. 
In addition, in discharging its general functions, the PSA have regard: 
1. The need to use its resources in the most efficient and economic way. 
2. The responsibilities of those who manage the affairs, of authorized 
persons: 
3. The principle that a burden and restriction that is placed on a person, 
or on the carrying on of regulated activities, should be proportionate 
to the benefit intended to be conferred in general by the provisions. 
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4. The desirability of facilitating innovation in connection with the 
regulated activities. 
5. The international character of financial services and markets and the 
desirability of maintaining the competitive position of U. K. and 
6. The principle that competition between authorized persons shall not 
be impeded or distorted unnecessarily. 
FSA's Authorization and Enforcement Powers 
The draft Financial Services Authority and Market Bill provided the 
FSA with a wide range of powers. These include: 
Authorization, Approval and Recognition 
1. To authorize persons carrying on a regulated activity in the U.K. 
and to specify the activities they are permitted to undertake some 
firm will be authorized. 
1. To withdraw authorization from a firm this does not meet 
the fit and proper requirement. 
2. To recognize investment exchange 
3. To approve individual employees of regulated firms. 
4. To withdraw approval if an approved employee is no 
longer fit and proper. 
5. To prohibit an individual's employment in the financial 
service industry. 
Investigation and Intervention 
1. To require regulated firms, connected persons and exchange and 
cleaning houses to provide information, and any person to produce 
documents relevant to an investigation. 
2. To investigate the affairs, ownership or control of any regulated firm 
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3. To require a regulated firm to appoint auditor, accountant and other 
professionals to undertake investigation and to report the firm 
activities. 
Discipline, Civil and Criminal Enforcement 
1. To impose fines and to issue statements of public censure against 
firms and approved employees for breaches of rules misconduct. 
2. To impose a civil fine on any person for abusing confidential 
information or misleading market-distorting behavior. 
3. To require those who breach principles, to make restitution or pay 
compensation to their customer. 
4. To apply the court to freeze the assets of a regulated firm, or any 
person involved in market abuse. 
5. To prosecuted inside dealing, market manipulation and money 
Laundering offences. 
6. To prosecute unauthorized firms. 
FSA's Decisions Review 
This draft provided a mechanism for the review of the decisions of FSA. 
In this respect an independent tribunal was established which was to work as a 
part of court. If any employee or person fully aggrieved by the decision of 
FSA; allowed to file appeal before tribunal. If found aggrieved against the 
decision of the Tribunal was allowed to file appeal before the appropriate court 
in England. '^ 
2. Insurance and Pension: U. S. System 
1. Insurance and Pension: Background 
Background of Insurance 
Insurance is an important element in the economy of U.S. from the 
beginning till now. In U.S. the first insurance company was established by 
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Benjamin Franklin in 1752 as the Philadelphia contribution ship. The first life 
insurance company in America colonies was Presbyterian Minister's fund 
organize in 1759. By the end of 1820 there were 17 stock life insurance 
companies in the state of New York alone. All these Insurance companies 
comprised a major segment of the U.S. financial services industry. Unlike 
banks and securities firms, however, insurance companies had been chartered 
and regulated solely by the states for the past 150 years. This steam from an 
1868 decision of the Supreme Court that insurance was not interstate 
commerce and thus was not subject to regulation by the federal government 
under the commerce clause of U.S. Constitution. Courts followed that 
precedent for the next 75 years. In 1944, the U.S. Supreme Court effectively 
reversed its 1868 ruling and held that insurance was subject to federal 
oversight. By that time, the state insurance regulatory structure was well 
established, and a joint effort by state regulator and insurance industry leaders 
to overturn the decision legislatively led to passage of the McCarran Ferguson 
Act 1945. That Act relinquished to the state federal authority to regulate, 
subject to effective insurance regulation by the states, and granted a federal 
antitrust exemption to the insurance industry for the "business of insurance" 
which has been determined not synonymous with the business of insurer. 
After 1945, the Jurisdictional stewardship to the states under McCarran 
Ferguson Act was reviewed by congress on various occasions. Some narrow 
exemptions to the 50 state structure of insurance regulation have been enacted 
such as that for some types of liability insurance in the Liability Risk Retention 
Act. In general however, when proposals were made in the past to transfer 
insurance regulatory authority, back to the federal government, they have been 
met by successful opposition from the states as well as from a united insurance 
industry. Such proposals for increased federal involvement usually spurred a 
series of regulatory reform efforts at the state level and by the National 
Association of Insurance Commission (NAIC). Such efforts were directed at 
correcting perceived deficiencies in state regulation and forestalling federal 
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involvement. They were generally accompanied by pledges from state 
regulators to work for more uniformity and efficiency in the state regulatory 
process. 
A major effort to transfer insurance authority to the federal government 
began in the mid-1980s and was secured by insolvencies of several large 
insurance companies, such as Executive Life and Monarchs Life Former House 
Energy and Commerce Committee chairman John Dingell, whose committee 
had Jurisdiction over insurance at the time, questioned whether state regulation 
was up to the task of overseeing such a large and diversified industry. He 
conducted several hearing on state regulatory structure and also proposed 
legislation that would have created a federal insurance regulatory agency 
modeled on the Securities and Exchange Commission (SEC). State insurance 
regulators and the insurance industry oppose his proposal and worked together 
to implement a series of reforms at the state level and at NAIC, including a new 
state accreditation programme setting baseline standards for state solvency 
regulation. Under those standards, to obtain and retain its accreditation, each 
state must have adequate statutory and administrative authority to regulate an 
insurer's corporate and financial affairs and the necessary resources to carry out 
the authority. In spite of these changes, however, another breach in the state 
regulatory system occurred in the late 1990s. Martin Frankel, who had 
previously been barred from securities dealing by the SEC, slipped through the 
oversight of several states, insurance, regulators and looted a number of small 
life insurance companies of some $200 million. Despite the embarrassment to 
state regulation, this did not bring long term change to federal policy. 
In the latter part of the 1990s congress general attention an insurance 
regulatory matters wanted, because there were so many problems. So the 
government passes the Gramm- Bliley Leach Act 1999 and partially privatized 
to the insurance system. The recent congress, however attention has again 
focused on the regulatory structure of insurance. From the 107"' through the 
109* congress, the House Financial Services Committee in particular held 
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more than a dozen hearings at both the subcommittee and full committee level 
on insurance matters. Representatives Michal Oxcey, who chaired the 
committee during this time, indicated a strong interest in pursuing legislation to 
change the regulatory structure. A number of broad proposals for some from of 
federal chartering or other federal intervention in insurance regulation were put 
forward in both house of congress, but none were marked up or reported by the 
various committees of Jurisdiction. 
In the first session of 110* congress, Senator John Sununu and Tim 
Johnson and Representatives Melissa Bean and Edward Royce introduced the 
National insurance Act 2007 into their respective chambers. While differing 
slightly, both bills would have created on optional federal charter and 
corresponding federal regulatory structure for property/ casualty and life 
insurance. Although it stopped short of endorsing these bills, the call for an 
optional federal charter was echoed by the U.S. Department of Treasury, when 
it released a blueprint for a modernized financial regulatory structure on March 
31, 2008. This blueprint was for a complete reform of the entire financial 
regulatory system, as an intermediate step, however it also called for an 
optional federal charter. A number of narrow bills affecting different facets of 
insurance regulation and regulatory requirements were also introduced in the 
110''' congress, including bills addressing surplus lines and reinsurance, as well 
as insurance producer licensing. 
As the no"* congress approached its close, the financial crises that 
began in 2007 reached panic proportions which the nationalization of Fannie 
Mae and Freddie Mai, the failure of Lehman Brothers, and the government 
rescue of American International Group (AIG) in September 2008. This crisis 
has overruled a range of new issues and arguments to the previously existing 
debate on insurance regulatory reforms. 
The 111"' congress has seen the introduction of insurance regulatory 
reform legislation to address issues raised in the crisis as well as issue 
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predating the crisis. Legislation has included a broad federal chartering bills, 
the National Insurance Consumer Protection Act, as well as narrower, more 
focused bill, such as Insurance Industry Competition Act 2009, The National 
Association of Registered Agents and Brokers Reforms Act of 2009, the 
Nonadmitted and Reinsurance Reform Act 2009, the Insurance information Act 
2009, and the Consumer Financial Protection Agency Act of 2009.^ * 
Background of Pension 
The historical development of pension in United States is traced back 
from late 19"^  century. First time the pension system was adopted by the 
railroad industry without any kind of legal framework. At that time pension 
were regarded as gifts in recognition of long service rather than as a form of 
compensation protected by law. Pension benefits often were paid from 
employers' annual revenues and sometimes were reduced or terminated if the 
company paying the pension become unprofitable or went out of business. 
The Congress first giave pension and profit sharing plans preferential 
income tax treatment in the 1920s. At that time few households paid income 
taxes, so these tax benefits did not immediately spur the growth of the private 
pension system. The Revenue Act of 1938 and 1942 outlined more specific 
requirements for tax qualified pension plans, including the requirements that 
benefits and contributions not discriminated in favor of highly compensated 
employees. Tax qualification means that the employer can detect the amount 
contributed to the plan, the earning on the pension trust ftind were exempted 
from taxes until distributed and covered employees did not have to pay income 
tax on the employers' contributions to the plan. Employers also were allowed 
to integrate their pension benefit formulae with social security benefits to party 
offset the relatively more generous income replacement rates that social 
security paid to law wage workers. 
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During the Second World War (1741-1945), Pension and other deferred 
compensation arrangements were exempted from wartime wage controls. 
Employers who were unable to pay higher wages due to these controls could 
increase the workers total compensation by offering new or increased pension 
benefits. Also in 1940s, the federal courts declared that pension were subject to 
the collective bargaining, and that employers had to include pension among the 
benefits for which unions could negotiate. In addition the expansion of the 
income tax to include more households and the introduction of higher marginal 
income tax to make the tax advantages of pension considerably more valuable 
to workers. Both of these developments led to more widespread adoption of 
employer sponsored pensions during the 1950s and 1960s. 
As the number of private pension plans grew in 1950s and 1960s so did 
the number of instances in which employers or union attempted to use the 
assets of these plans for purposes other than paying benefits to retired workers 
and their serving dependents. In 1958, congress passed the Welfare and 
Pension Plan Disclosure Act, which required public disclosure of pension plan 
finance. But this Act could not fulfill the purpose of congress. 
So during 1972, both house of and senate Labor Committees drafted 
bills to regulate the private pension system, which reported in 1972. On the 
introduction of this bill ERISA was passed in 1974, which is a comprehensive 
piece of legislation in the field of regulation of private pension, till now but 
from time to time, congress passed legislation to amend ERISA to provide 
better benefits well as their regulation. In 1984, Retirement Equity Act was 
passed which add some new provisions in ERISA in respect of the extended 
survival benefits for the dependents benefits, in 1985, Consolidated Omnibus 
Budget Reconciliation Act, which added new provision of health care plans to 
the ERISA, again in 1990 the Omnibus Recognition Act added new tax 
provisions. In 1996 Health Insurance Portability and Adoptability Act, Mental 
Health Parity Act, New Bom and Mothers Health Protection Act were passed 
and added some new provision for better health care protection. In 1998, 
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Women's Health and Cancer Rights Act was enacted, amended ERISA to 
require group health plans providing mastectomy coverage to cover prosthetic 
devices and reconstructive surgery. 
After that some lacunas were still there which were removed by the 
passage of Pension Protection Act 2006 which added a lot of provision in 
ERISA. Now ERISA is a complete code of pension system in United States.^ ^ 
2. Insurance and Pension: Structure 
Structure of Insurance 
The insurance is varying and complicated field of social security to 
provide the benefits to the people for their better future. The insurance system 
of U.S. provides so many schemes for their peoples which are as follows-
1. Life Insurance Schemes 
The life insurance schemes are schemes of contractual nature where 
insurer agrees to pay a sum of money upon the occurrence of insurer death or 
other events, such as terminal illness or critical illness. In return, the policy 
holder agrees to pay a stipulated amount called a premium at regular intervals 
or in lump sums. These scheme are classified into two categories which are as 
follows-
1. Temporary Term Insurance Schemes 
The temporary term insurance schemes provide for life insurance 
coverage for a specified term of years for a specified premium. These schemes 
do not accumulate cash value. Term is generally considered pure insurances, 
where the premium buys protection in the event of death and nothing else. 
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2. Permanent Life Insurance Schemes 
The permanent life insurance schemes are those schemes, remain 
enforce until the policy mature, unless the owner fails to pay the premium 
when due. The policy can not be cancelled by the insurer for any reason except 
fraud in the application. Permanent insurance builds a cash value that reduces 
the amount at risk to the insurance company and thus the insurance expense 
over time. The owner can access money in the cash value by withdrawing 
money, borrowing the cash value, or surrendering the policy and reining the 
surrender value. 
These schemes are again classified under few categories-
1. Whole Life Insurance Schemes 
The whole life insurance schemes provide for a level premium, and a 
cash value table included in the policy guaranteed by the company. The 
primary benefit of these schemes is guaranteed mortality fixed and known 
annual premiums, and cash value and expense charge will not reduce the cash 
value shown in the policy. The primary disadvantages' of these schemes are 
premium inflexibility and the internal rate of return in the policy may not be 
competitive with other saving alternatives. Also the cash values are generally 
kept of the insurance company at the time of death, the death benefit only to the 
beneficiary. 
2. Limited Pays Insurance Schemes 
The limited pays insurance schemes are those schemes in which all the 
premiums are paid over a specified period after which no additional premium 
are due to keep the policy in force. Under these schemes common limited pay 
period include 10-year, 20 years and paid up at age 65. 
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3. Endowment Insurance Schemes 
These schemes are the schemes in which the cash value built up inside 
the policy, equals the death benefit at a certain age. The age commencement is 
known as the endowment age. Endowment schemes are considerably more 
expensive than either whole life insurance schemes.^ " 
2. Annuities Insurance Schemes 
In respect of these schemes the issuer makes a series of payment in 
future to the buyer, annuitant in exchange for immediate payment of a lump 
sum, or a series of regular payment, prior to the onset the annuities. These 
schemes are classified under the following categories-
1. Fixed and variable Annuities Schemes 
Annuities schemes that make payments in fixed amounts or in amounts 
that increased by a fixed percentage are called fixed annuities schemes. 
Variable annuities schemes, by contrast, pay amount that every according to 
investment performance of a specified set of investments, typically bond equity 
mutual fund. 
2. Guaranteed Annuities Schemes 
With a pure life annuity an annuitant may die before recovering the 
value of their original investment in it. If the possibilities of situation called a 
forfeiture is not desired, it can be ameliorate by the addition of an added clause, 
forming annuity guarantee, under which annuity issuer is required to make 
annuity payment for at least a certain number of years, if the annuitant outlives 
the specified period certain, annuity payments then continue until the annuitant 
is death, if annuitant died before the expiration period, the annuitant entailed 
for remaining payment. 
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3. Joint Annuities Schemes 
Under these schemes multiple amiuitant products include joint-life and 
joint-survivor annuities, where payments stop upon the death of one or both of 
the annuitants respectively. 
4. Impaired life Annuities 
These schemes involve improving the term offered due to medical 
diagnosis which is serving enough to reduce life expectancy. A process of 
medical underwriting is involved and the range of qualifying conditions had 
increased substantially in recent years. ^ ' 
3. Disability Insurance Schemes 
The Disability insurance often called disability income insurance, is a 
kind of insurance where insurers the beneficiary's earned income against the 
risk that is disability which make working impossible. These schemes are 
classified under the following categories. 
1. National Social Insurance Schemes 
These Schemes provide a floor benefit fort all the other piecemeal form 
of disabilities. These schemes are safety net that catches everyone who was 
either or otherwise uninsured or underinsured. Schemes divided into few 
categories. 
1.1. Old Age Survivors, Disability Insurance Schemes 
These schemes provides monthly retirement benefits, benefits to the 
dependents of deceased workers, and disability benefits. Under this scheme the 
workers and specified dependents become eligible to receive benefits by paying 
compulsory OASDI payroll taxes. The types of coverage for which worker 
575 
become eligible depend o the amount of wages that have been earned and the 
length of time that the workers has been in workforce. 
1.2. Medicare Insurance Schemes 
These schemes provide medical insurance to retirees and non retirees 
aged 65 and over and to certain disabled person under age 65. These schemes 
provide two types of benefits, and one is Medicare Hospital Insurance and 
second one is Medicare Supplementary Insurance, These schemes finance by 
payroll taxes as well as wages of employer 
2. Employer-Supplied Disability Insurance Schemes 
Since one of the top reasons for becoming disabled is getting hurt on the 
job, it is not surprising that the second most form of disability insurance 
schemes is that provided by employers to following schemes. There schemes 
classified under following schemes. 
2.1. Workman Compensation Schemes 
The workman compensation schemes offer payments to employees who 
are unable to work because of a job-related injury. However workers 
compensation is infect more than just income insurance, because it may pay 
compensation for economic loss, reimbursement or payment of medical and 
like expenses, general damages for pain and suffering, and benefits payable to 
the dependents of workers killed during employment. 
2.2. Temporary Disbarment Schemes 
These schemes offers payment to the workers those who are unable to 
work because of any injury or illness, even if it is not job related. These 
schemes are essentially just open market plan with the advantage of negotiated 
group rate. Although these schemes tend to offer rather basic, low end 
coverage, essentially because most people bulk at paying for any thing more 
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sometimes each employer has the option to buy upgraded coverage it they are 
willing to pay for it. 
2.3. Permanent Disablement Schemes 
These schemes offer monthly payment to the employee those who 
permanently incapacitate from their working life. These schemes are income 
security scheme based on the level of income of particular employee who 
receives benefits under these schemes. ^ ^ 
4. Group Insurance Schemes 
The group insurance schemes were employer signs a contractual nature 
schemes. Under these schemes the insurance company outlines the provision of 
plan. Each employee receives a certificate that gives indigence of participation 
in the plan. The amount of insurance depends upon the employee salary or job 
classification, usually the employer pays a portion of premium and the 
employee pays the rest, but sometimes the employee pays the entire cost of 
these plans. ^^ 
Structure of pension 
One risk which faced by every individual is human capital (ability to 
earn his living) will decline.. Productivity, especially physical productivity, 
generally declines after some age, which in part explains why people choose to 
stop working and retire. There are three ways for the people provide for 
retirement income. One is private employment related retirement schemes, one 
is mandatory governmental programmed and third one is private pension plan. 
1. Employer Sponsored Retirement Schemes 
The private employment related schemes means schemes sponsored by 
the employer for their employees. These schemes are divided under two 
categories which are as follows-
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1.1. Defined Benefit Schemes 
In defined benefit schemes an employer promises employees a monthly 
retirement benefits that is defined by a benefit formula. However, workers 
often have a benefit formula that equals a flat amount times and the employee's 
number of the years of service. For example employee might be promised $50 
a month times years of service. A worker with 20 years of service would 
receive $1,000 a month during retirement. This type of benefit formula is not 
indexed to inflation during the employee's pre retirement. Consequently, the 
benefit formula typically is adjusted periodically to correct for the effect of 
inflation. 
The benefit formula for salaried employee's typically based on the 
number of years of service and the employee's salary during the final year of 
service. The retirement benefit as a percentage of the employee's final salary is 
called the replacement rate. Few defined benefit plans have explicit indexing of 
benefit to postretirement inflation thus the replacement rate can overstate the 
actual purchasing power of retire of inflation occurs following retirement. 
During the high inflation period of 1970, some employers increased retiree's 
pension benefits to make up, at least in part, for the effects of inflation even 
though the employer and no contractual requirement to do so. 
1.2. Defined Contribution Schemes 
With a defined contribution plan, the employer and often the employee 
makes a specific (defined) contribution to a fiind. The contributions are 
invested on behalf of the employee, and the employee's retirement benefit 
depends on the investment returns. The greater investment returns, the greater 
employees' retirement benefit. Thus, the employee bears the investment risk in 
a defined contribution plan.^ ^ These are some types of Defined contribution 
plans which are as follows-
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1. Money Purchase and Profit Sharing Schemes 
One of the most common types of defined contribution plans is a money 
purchase plan, in which the employer makes contribution on behalf of the 
employee regardless of the firm profits. The contribution usually equals a 
percentage of the employee's salary but can be a flat amount. In some instances 
employers requires that employees also make contribution to the plan. A profit 
sharing plan is other common types of defined contribution plan. As the name 
suggest, the employers' contribution to a profit sharing plan depends on the 
firm profits. With some profit sharing plans, contribution are based on an 
explicit formula e.g. 5% of pretax profit and in other plan the contribution are 
at the discretion of the corporation's board of directors. The profit sharing 
contributions usually are allocated across employees based on the proportional 
of the employee's salary as a percentage of total payroll costs. 
2. Employee Stock Ownership Schemes-
This is defined contribution plan which required holding at last 50% of 
its assets in the sponsoring firm are stock. ESOPs have another distinguishing 
feature relative to other retirement plans they can be leveraged. That is an 
ESOP plan can borrow money to purchase stock for employee. ESOP loans are 
repaid using the sponsoring firm's contributions. 
The unique features of ESOPs have made them an important financing 
tool for some corporation and a means of placing stock in friendly hands to 
prevent takeovers. ESOPs also have been promoted as a means of (1) 
improving employee productivity by tying employee compensation to the 
firm's stock price and (2) improve labour relations. It also have relived tax 
advantages beyond other retirement plans. 
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3. 401 (K) Schemes 
The section-401 (k) of Revenue Act of 1978, allowed a new form of 
defined contribution plan that has become known as a 401 (k) plan. The 
distinguishing features of 401 (k) plans are that employee can elect to make 
tax-deferred contributions, in addition to the employers tax deferred 
contributions. The provision of tax-deferred contribution implies that the 
employee does not pay tax on the contribution until the money is with drawn 
from the plan. The use of 401 (k) plans has grown tremendously in the past two 
deceases. The unique feature of this plan is that it is voluntary for both 
employer/employee as well as the employee can withdraw from this plan 
before the retirement under certain hardship. 
4. Simplified Employee Pension Scliemes 
Employers without other qualified retirement plans can with minimal 
paperwork establish retirement plan called simplified employee pension 
account for each of their employees. The employer then can make tax-
deductible contributions up to 15 % of employee compensation, or $35,000 
which ever is less in 2002. These SEP account must be established for each 
employee over the age of 21 who has worked for three of the last five years. 
Small employers can also create, with minimal papers work a simple plan. 
With these plans, the owner can match employee's contributions up to three 
percent, or $ 7,000 whichever is less in 2002. From the employee's perspective, 
the contribution or investment earnings are tax deferred in other qualified 
retirement plan. 
1.3. Cash Balance Schemes 
During the 1990s, interesting hybrids of defined benefit and defined 
contribution plans become more popular. The most common hybrid plan is 
called a cash balance plan. There plans operate like defined benefit plans from 
a sponsor's perspective and are classified as defined benefit plans for 
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regulatory purposes, but cash balance plans are similar to defined contribution 
plans form an employee's perspective. 
With the cash balance plan, retirement benefits are determined by the 
size of an employee's hypothetical account when leaving the firm. While 
employed, the account bane grows based on salary credits typically are stated 
as a percentage of earning with the percentage often varying with the years of 
service. 
2. Employee Sponsored Retirement Schemes 
An important source of retirement income for many people, especially 
those who are not participants in employer sponsored plans is an individual 
retirement account plans. In addition, participants in employer sponsored plans 
can in some circumstances augment their retirement savings through IRAs. 
There are two basic type of IRAs plan. 
1. Traditional Individual Retirement Accounts Schemes 
The people who are not participating in an employer sponsored 
retirement plan can make tax dissectible contributions to a traditional IRA. The 
earning on these funds is tax deferred. All withdrawals from a traditional IRA 
are taxed as income. The combination of tax deductible contributions and tax-
deferred investment earning making traditional IRAs similar to corporate 
sponsored retirement plans from an individual tax perspective. 
2. Roth individual Retirement Account Schemes 
Roth IRAs differ from traditional IRAs in that one, contributions to a 
Roth IRA not tax detectible, second, and withdrawals during retirement from a 
Roth IRA are not taxed. Thus, once money is placed in a Roth IRA, It is no 
longer taxed, which implies that investment earning on the entire contribution 
to a Roth IRA escape taxation. 
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An important difference between Roth IRA and traditional IRA is that 
Roth effectively relaxes the constraint on the amount of money on which an 
individual can earn the before tax rate of return. With a traditional a 
contribution of $3,000 by an individual with a 30% tax rate effectively allows 
the individual to avoid tax on the investment earning generated from $2,100. In 
IRA, Roth scheme, a contribution of $ 3,000 by an individual with a 30% tax 
rate effectively allows the individual to avoid tax on the investment earning 
generated from $31,000. 
3. Government Sponsored Retirement Schemes 
The government sponsored schemes are those schemes which provide a 
floor of protection that many workers supplement with private pensions, 
savings, and insurance coverage. The formula adopted by the government in 
these schemes provides higher benefits in relation to taxes paid to cover paid 
workers than for higher paid workers. In addition, earned benefits are not 
funded in advance. Instead, although there is currently some temporal partial 
funding, over the long run benefit for retiree's and other beneficiaries are paid 
largely from payroll on current workers on a pay-as you-go basis.''^  
3. Insurance and Pension: Reformation 
Reformation of Insurance 
The U.S. insurance industry was regulated by the state with consultation 
of insurance companies, meaning thereby the insurance system in U.S. was 
fiilly privatized from beginning till 1944 as per the commerce class of U.S. 
Constitution. But the position in 1944 was changed; the federal government 
decided to take part in the regulatory mechanism of state because there were 
some changes in the insurance industry of U.S. So the government passed the 
McCarran Ferguson Act of 1944 and Gramm leach Bliley Act 1999. But there 
was further demand for insurance sector reforms. 
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Factors Promoting Reforms 
There are some important factors leading change in U.S. insurance 
industry from the state regulation to the federal control. 
1. Changes in the Insurance Market Forces 
The drivers of changes in the market forces was globalization, new 
technology, e-commerce, de-regulation, market liberalization, increase 
competition, tighter profit margins, and the growing numbers of sophisticated 
consumers. The goal behind these driving forces, in turn, appear to be the 
increasing efforts of all financial service providers to find growth, given market 
share, create new revenue stream, and enter new market. 
2. Internationalization of Insurance Services 
Although insurance and other finical services are not an industry that 
produces a tangible goods to be shipped across boarders, the trade in such 
services makes up a large amount of international trade. The U.S. has generally 
enjoyed a surplus in trade maricet in financial services, other than insurance, but 
in insurance services the U.S. has consistency run a deficit with the rest of the 
world. Consolidation in the insurance industry are creating larger international 
entities with growing market shares, particularly in reinsurance market some 
have speculated that the growing internationalization of financial service 
industry means government may find it difficult to reform their regulation in 
isolation fi-om other jurisdictions and international developments. The need for 
a single voice at the federal level to represent U.S. insurance interests on the 
international stage is a frequently leased argument for increased federal 
involvement in insurance regulation. 
3. Failure of Insurance Industry leads to Financial Crisis 
Although insurers in general appear to have weathered the finical crisis 
reasonably well so far, the insurance industry has seen two significant failures, 
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one general and one specific. The first was the spread across the financial 
guarantee or monoline bond insurance and the second failure in the insurance 
industry was that of a specific company, AIG. AIG had been global grant of the 
industry, but is essentially failed. 
The near collapse of bond insurances and AIG could be constructed as 
regulatory failures. One of the responsibilities of an insurance regulator is to 
make sore that the insurer remains solvent and is able to pay its claims, because 
the states are the primary insurance regulators. Some may go further and argue 
that these cases significantly demonstrate the need of for federal involvement 
in insurance regulations. 
Proposals for Reforms 
These are two reform proposals for U.S. insurance sector which 
proposed federal control. 
1. 2008 Treasury Blueprint 
In March 2008, the Secretary of the Treasury, Henry Paulson released a 
Blueprint for a modernized financial regulatory structure, it was an attempt to 
create a more flexible, efficient and effective regulatory framework. A wide 
ranging document, the blueprint foresaw a completely revamped regulatory 
structure for all financial services including insurance. 
The 2008 Treasury model ultimately would have resulted in a prudential 
regulator overseeing the solvency of individual companies, a business conduct 
regulator overseeing consumer protection, a market stability regulator 
overseeing risks to the entire system. An intermediate step, it made two specific 
recommendations on insurance regulation. First, it called for creation of a 
federal insurance regulator to oversee an optional federal charter for insurance 
as well as federal licensing for agents and brokers. Second recognizing that the 
debate over an optional federal charter is ongoing in congress, it recommended 
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the creation of an office of insurance oversight in Department of Treasury as an 
interim step. This office would be charged with two primary functions (1) 
dealing with international regulatory issues, including the power to preempt 
inconsistent the state laws, and (2) collecting information on the insurance 
industry and advising the secretary of the treasury on insurance matters. 
2. Obama^ s Regulatory Reform Plan 
In June 2009, The Treasury Department under Secretary Timothy 
Geithner released a report entitled financial "Regulatory Reform; A New 
Foundation", outlining president Obama's regulatory reform plan. This plan 
proposed change for including explicitly introducing systematic risk oversight 
by Federal Reserve, combining the office of comptroller of the currency and 
the office of Thrift Supervision into a single banking regulator, and creating a 
new Consumer Financial Protection Agency. 
Although, this plan definitely bring the changes in the insurance 
regulatory system. This plan specifically affected the insurance sector in two 
aspects: the regulation of large finical companies presenting systemic risk and 
the creation of a new office of National Insurance within the treasury. 
Response towards the Reforms 
To implement the reform proposal of Obama's government, U.S. 
Congress introduced some piece of legislation including both broad and narrow 
proposal to reform insurance regulatory mechanism which are as-
1. Insurance Industry Competition Act-2009 
Representative peter DeFazio and five cosponsors introduced this draft 
in the house on March 18,2009. 
This draft legislation would abolish the current exemption from federal 
antitrust laws for the "business of insurance" that dates to Ferguson Act of 
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1945 and remove a prohibition on investigations of insurance companies by the 
Federal Trade Commission. It would not change the sections of McCarran 
Ferguson Act that give presence to state insurance regulators. 
2. National Insurance Consumer Protection Act -2009 
Representative Melissa Bean and Edward Royse introduced this draft in 
house on April 2, 2009. 
This bill would create a federal charter for the insurance industry, 
including insurance agencies, and independent insurance producers. The 
federal insurance regulatory apparatus would be an independent entity under 
the Department of the Treasury and would preempt most state insurance laws 
for nationally regulated entities. Thus, nationally licensed insurers, Agencies 
and producers would be able to operate in the entire U.S. without fulfilling the 
requirements of each individual 50 state's insurance laws. 
It would also address the issue of systematic risk by designating another 
entity to serve as a systemic risk regulator for insurance. The systemic risk 
regulator would have the power to compel systemically significant insurance to 
be chartered by the federal insurance regulator. 
3. Insurance Information Act 2009 
Representative Paul Kanjorski and four cosponsors introduced on May 
21,2009. 
This bill would create an office of insurance information for non health 
insurance in the Department of Treasury. The Deputy Assistant secretary 
heading this office would be charged with collecting and analyzing insurance 
information and establishing federal policy on international insurance issues, as 
well as advising, the secretary of the treasury on major insurance policy issues. 
State laws or regulations that the head of the office finds to be inconsistent with 
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the federal policy on international insurance issues would be preempted, 
subject to an appeal to the secretary. 
4. Consumer Financial Protection Agency Act of 2009 
Representative Barney Franks and 12 cosponsors introduced on July 8, 
2009. 
It would create a new financial regulator, however, would cover only a 
small portion of insurance products, namely credit insurance, mortgage 
insurance, and title insurance. This bill would not preempt otherwise 
conflicting state laws. ^ ' 
Reformation of Pension 
The pension sector of U. S. plays a vital in the overall role of economy, 
so the U. S. officials were very conscious about their proper regulations. There 
was need of some reforms but in the proper directions. But so many 
complications were also their, under such situation the steps was so difficult 
but government take it. 
Issues and challenges 
The pension sector of U.S. which comprise old age, survival and 
disability benefits etc. are funded through the payroll taxes paid equally by the 
employer and employee. During 2009 the taxes were levied on the first $ 
106,800 of workers income, amount earned above that were not taxed. 
Covered workers were eligible for retirement benefits, and for disability 
benefits, if a covered worker died, his or her spouse and children may receive 
survivor benefits. The programmed did not have individual accounts and tax 
receipts were not invested on behalf of the worker. Instead, correct receipt were 
to pay current benefit under pay as you go system as is typical of some 
insurance and defined benefit plans. 
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In each year since 1983, tax receipts and other income had exceeded 
benefit payments and other expenditures, most recently in 2008 by more than $ 
80 billion. However, this annual surplus was expected to change to a deficit 
around 2016, when payment begins to exceed receipts. The fiscal pressure was 
due to demographic trends, where the number of workers paying into 
programmed continued declining relative to those receiving benefits. The 
number of workers paying into the program was 6.1% retiree in 1960; this 
declined to 3.2 in 2008 and was projected to decline 2.1 by 2040. Further life 
expectancy continues to increase, meaning retirees collect benefit longer. 
The accumulated fund invested in the treasuries issued by U.S. 
government, which were deposited in the trust fund. At, the end of 2008, the 
trust fund stood at $2.4 trillion. The $2.4 trillion amount owned by federal 
government to the trust fund is also a component of U.S. debt, which stood at 
$1.3 trillion of as in 2009. By 2016, the government was expected to have 
borrowed nearly $3.7 trillion against the trust fund. 
The value of unfunded obligations under pension sector benefits during 
financial year 2007 was approximately $5.3 trillion. In other worlds, this 
amount would have to be set aside today such that the principal and interest 
would cover the shortfall over the next 75 years. This 1.9% of the payroll taxes 
based or 0.7% of gross domestic product of each years. 
Increasing unemployment due to the sub prime mortgage crisis has 
significantly reduced the amount of payroll tax income, by which cash tax 
collection declining. This crisis caused more to apply for both retirement and 
disability benefit. 
Proposals for Reforms 
Reform proposals continue to be circulated with some urgency. Due to 
this reason some projections were made by the Board of Trustee of the Federal 
Old Age and Survival Insurance and Federal Disability Insurance Trust Fund in 
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their 69"' annual report dated 12* may 2009. According to these projections, 
based on systems current revenue and benefit structure, expenses will exceed 
tax receipts beginning in 2016, The trust fund is projected to continue to grow 
for several years there after because the analyses assume interest income from 
loans made to the U.S. Treasury is available to cover the differences. However, 
the fund from the loan made has been spent along with other revenues in the 
general funds in satisfying annual budgets. At some point, however, absent any 
change in the law, the Pension Benefit Administration will finance payment of 
benefit through the trust fund. Because those assets consists solely U.S. 
government securities, their redemption will represent a call on the federal 
government general fund, which for decades has been borrowing, the trust 
fund's surplus and applying it to its expenses to partially satisfy budget deficits. 
To finance such projection call on general fund, some combination of 
increasing taxes, cutting other government spending or programm selling 
government assets or borrowing would be required. 
The balance in the trust fund are projected to be deputed either by 2037 
or by 2052 assuming proper and continues repayment of the treasure notes. At, 
that point, under current law, the system's benefits would have to be paid from 
the payroll tax alone. Revenues from payroll taxes are projected at the point to 
be continued to cover about 75% of projected pension benefits if no change is 
made to the current tax and benefit schedules. 
Reformed Model of Pension 
In U.S. the issue of pension reform got attention during the year 2004, in 
the Bush administration. Bush accepted the "partial privatization". He 
announced establishment of 16 member commission to study and report 
specific recommendation to preserve pension sector for seniors which building 
wealth of for younger Americans. The commission in its report proposed three 
alternatives for partial privatization. 
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Plan 1: 
Up to 2 % of taxable wages could be diverted from federal income contribution 
and voluntarily placed by workers into private accounts for investment in 
stocks, bonds and for mutual funds. 
Plan II: 
Up to 4% of taxable wages, up to maximum of $1000, could be diverted from 
federal income contribution and voluntary placed by workers into private 
accounts for investment. 
Plan III: 
Up to 1% of wages on top of federal income contribution up to maximum of 
$1000, could be voluntary placed by workers into private accounts for 
investment. 
Dispute over the Reformed Model 
The political heat over the issue of partial privatization divided the 
politicians into two groups, who gave different argument regarding partial 
privatization, which is as 
Conservative Ideological Arguments 
Conservative argued that social security reduced individual ownership 
by redistributing wealth from workers to retirees and by passing the free market 
social security taxes paid into the system could not be passed to future 
generations, as private account could thereby preventing the accumulation of 
wealth to some degree. Conservative wanted some change in the structure of 
the programs. Constrictive were pro-privatization. 
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Liberal Ideological Arguments 
Liberal argued that government had the obligations to provide social 
insurance through mandatory participation and broad programmed. During 
2004, social security constituted more than half of the income of nearly two 
third of retired Americans. Liberal tends to defend the correct programmed, 
preferring limited tax and payment modification. The liberal were anti-
privation. 
Retaliation of Entirely Government Run Pension system 
After a long term debate, in the years 2008 president Brack Obama 
ordered for the retention of entirely government run pension system. He 
opposed to the privatization and argued that the problem of pension sector 
could be solve by a lot of way, not only by privatization. 
There are two important tools by which the problem of pension system can be 
solved, which are-
1. Revenue Raisers 
The revenue can be raised in several ways-
1. By raise the cap to 90% of taxable earning 
2. By raises taxes on benefits 
3. By preserve tax on estates over $3.5 million 
4. By extent cover age to newly hired state and local government 
employees. 
5. By invest 15% of the trust fund in stock and bond index fund. 
2. Cost Trimmers-
The cost can be trimmed by-
1. Adjust the cost of living. 
2. By increasing normal retirement age to 70 
3. By progressive indexing index benefits to price, not wags ^^  
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4. Insurance and Pension: Legislations 
There are so many legislations regulating to the insurance and pension 
system of U. S. These legislations are as follows-
1. McCarran Ferguson Act- 1945 
The S.C. in Paul v/s Virginia, (1868) ruled that issuing a policy of 
insurance is not a transaction of inter state commerce and not a subject of 
federal regulations. Again in United State v/s South-Eastern Underwriters 
Association (1944) ruled that federal antitrust laws were applicable to 
insurance association's interstate activities in restraint of trade. Although this 
judgment 1944 did not specifically overrule its prior determination, the case 
was viewed as a reversal of 75 years of precedent and practice, and created 
significant apprehension about the continued viability of state insurance 
regulation and taxation of insurance premiums. In this respect the Congress 
response was the 1945 "McCarran Ferguson Act". In addition to preserving the 
state's ability to tax insurance premium, "McCarran Ferguson Act" prohibits 
application of federal antitrust laws and similar provisions in the "Federal 
Trade Commission Act", as well as most other federal statutes, to the business 
of insurance to the extent that such business is regulated by state law except 
that the antitrust laws are applicable if it is determined that an insurance 
practice amounts to a boycott.'" 
Scope of McCarran Ferguson Protection 
The scope of McCarran Ferguson protection is that the statute's 
applicability in instances in which insurance companies are actors in an area in 
which the federal government currently has not ceded its regulatory authority 
to the states has been address numerous times, both by the S.C. and the lower 
courts. Generally it has been found that federal statutes are not trumped by 
McCarran Ferguson except where the business of insurance is directly involved 
or where a state insurance regulatory scheme or state insurance administration 
592 
would be adversely affected. The scope of McCarran Ferguson defines under 
40 following heads. 
1. Protection of McCarran Ferguson and Insurance Business 
The court in Securities and Exchange Commission (SEC) v/s National 
Securities, Inc.^^ limited the scope of the term business of insurance to 
activities that involved only insurance company's relationships with their 
policy holders. The merger of two insurance companies was challenge by the 
SEC, which alleged violations of federal securities laws, despite the merger's 
approval by the Arizona Director of insurance. N.S.C. argued that the merger 
was in compliance with state laws, and that the "McCarran Ferguson Act" 
precluded application of inconsistent federal laws. The court disagreed, holding 
that a state statute aimed at protecting the stockholders of insurance companies 
was not a statute regulating the business of insurance. 
About 25 years after the decision of SEC's case the court extended that 
ruling. It held in U.S. Department of Treasury v/s Fabe^^ that state laws 
addressing the liquidation of insurance constitute the business of insurance and 
under McCarran Ferguson preempt federal statutes but only to the extent that 
they are necessary to protect the insolvent's policy holders. 
2. Protection of McCarran Ferguson and State Regulation 
The courts have almost unanimously determined that state regulation 
need not meet the standard of federal antitrust law in order for McCarran 
Ferguson to apply and that the federal government may not require uniform 
state regulation.''^  However, whether state regulation needs to meet any 
particular standard to qualify as preempted regulation, has remained a question. 
In 1958, in Federal Trade commission v/s National Casualty Company ^^ the 
court had already decided that McCarran Ferguson withdraw from the 
commission the authority to regulate insurance advertising practices in those 
states which are regulated those practices, under their own laws, and that the 
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FTC could not therefore, order the multistage-insurance-company defendants 
to stop using advertising that the commission deemed false, deceptive and 
misleading of FTC Act. But the court expressly declined to examine whether 
state's laws had been effectively applied, finding it sufficient that each state in 
question had enacted prohibitory legislation which prescribed unfair 
advertising and authorized enforcement through a schemes of administrative 
supervision. 
3. Protection of McCarran Ferguson and Agreement of Boycott 
Whether the boycott referred to in the statute is solely a boycott of 
entities within the insurance industry or a consumer protection facet or the 
otherwise industry friendly McCarran law, which was addressed in St. Pail 
Fire Marine Insurance co v/s Barry *^ where ultimately found in favor of the 
latter. In St. Paul, doctors sued four companies that sold the medical 
malpractice insurance, alleging that one of the company had changed its 
malpractice policy in a manner unfavorable to the doctors, who were then 
unable to take their business else where because the other companies refuses to 
sell them malpractices policies of any sort. This, the doctors charged, was the 
result of unlawful conspiracy and constituted a boycott, in violation of antitrust 
law. The S.C. agrees holding was that "conduct in question accords with 
common under standing of a boycott". 
Doctrine of State Action in the realm of McCarran Ferguson 
The state action doctrine, first enunciated by the Supreme Court in 
Parker v/s Brown,^^ has curved to stand for the proposition that federalism 
dictates that the antitrust laws are not applicable to the states. It has over the 
years since 1943, been interpreted, classified and expanded to the point that it 
now confers antitrust immunity not only on the states qua-states including state 
agencies or officials acting on their official state capacity, or those private 
individual who act in furtherance of state directed activities, but also on those 
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who act pursuant to state sanctioned, but not necessarily mandated, courses of 
action. Its essence is captured in the two part test set out in California Retail 
Liquor Dealer Association v/s Middle Aluminum*^ there, the court made clear 
first, that the challenged restrain must be one clearly articulated and 
affirmatively cypresses as state policy and second the policy must be actively 
supervised. 
It is thus, apparent that since at least 1980s regulated by state law has 
been a prong of the judicially created state action doctrine in antitrust law, a 
doctrine which was developing simultaneously with McCarran Ferguson case 
law. 
2. Occupational Safety and Health Act-1970 
The personal injuries and illness arising out of work situations impose a 
substantial burden in terms of lost production, wage loss, medical expenses and 
disability compensation payment. So US congress declares policy to provide 
national safety and healthful working conditions for man and women at 
workplace. Than the occupational "Safety and Health Act" was passed in 1970 
but come into effect from the 1971. 
Occupational Safety and Health standard 
The term occupational safety and health standard means a standard 
which requires conditions, or the adoption or use of one or more practices, 
means, methods, operations, or processes, reasonably necessary or appropriate 
to provide safe or healthful employment and places of empowerment. 
The occupational safety and Health standard is a standard recognized by 
standard producing institute under procedure whereby it can be determining by 
secretary. 
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Obligations of Employer Regarding Occupational Health and Safety 
Each employer-
1. Shall furnish to each of his employees employment and place of 
employment which are free from recognized hazardous that are causing 
or are likely cause death or serious physical harm to his employees; 
2. Shall comply with the occupational safety and health standards 
promulgated for this purpose 
Obligations of Employee Regarding Occupational Health and Safety 
Each employee-
1. Will comply with the occupational safety and health standard 
2. Will comply the all rules and regulation issued in pursuant of the health 
and safety standard which are applicable to his own actions and 
conducts. This standard formulated in such manner which affords an 
opportunity for diverse views to be considered and designated as such a 
standard by the secretary after consultation with other appropriate 
federal agencies. 
Benefit Regarding Occupational Safety and Health 
The occupational safety and health standard provides-
1. Safe and healthful place and conditions of employment, consistent with 
the set standard, 
2. Use of safe equipment, personal protection equipment, and devices 
reasonably necessary to protect employees, 
3. Necessary corrective actions for the elimination of occupation accidents 
and illness, 
4. Joint contribution efforts of employer and employee for providing safe 
and healthful working condition. 
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5. Training programs for employer and employee to become competent in 
the field of occupational safety and health, 
6. Medical care at woricplace, at over time. 
Administration of Occupational Safety and Health Standard 
As for as the administration of occupational safety and health standard is 
concerned, the primary responsibility is on the secretary of labour to form a set 
standard for occupational health and safety for the protection of working class 
by creating an Occupational Safety and Health Review Commission for 
carrying out adjudicatory functions, as well as National Advisory Committee 
for their own help in setting the occupational safety and health standard at any 
particular place. 
In order to carry out the occupational health and safety standard, the 
secretary, upon presenting appropriate credentials to the owner, can enter 
without delay at reasonable times in any factory, plant establishment, 
construction sites, or other area where work is performed by an employee to 
inspect and investigate during regular working hours and at other reasonable 
time, and within reasonable limits and in reasonable manners, any such place of 
employment and all pertinent conditions, structure, machines, apparatus, 
devices, equipment, and materials therein, and to question privately any such 
employer, owner, operator, agent or employee. 
If after inspection, if sectary belief that any rule violate by the employer, 
he can issue the citation against the employer within 15 days of such 
inspection. 
If the employer feel aggrieved from such citation he filed complain 
before the Occupational Safety and Health Review Commission for 
adjudication of their dispute. It any aggrieved against the decision of the review 
commission can apply before District Court.'** 
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3. Employee Retirement Income Security Act-1974 
This Act protects the interests of the participants and beneficiaries in 
private sector employee benefit plans. As the number and size of pension plans 
and insurance plans grew in 1950s and 1960s, so did the number of instances in 
which employers or unions attempted to use the assets of these plans for 
purposes other than paying benefit to the employees as well as their dependents 
after their demise. In 1958, congress passed, the "Welfare and Pension Plans 
Disclosure Act", which required public disclosure of pension plan finances. 
After the Studebaker Automobile company terminated its insurance and 
pension plans in 1963, leaving several employees and retires without their 
insurable and pensionable benefits, congress began considering legislation to 
ensure the security of insurance and pension benefits in private sector. 
During the 1970s both the house and senate labour committees drafted 
bills to regulated the private pension system. The senate Labour and Public 
Welfare Committee reported a pension bill in 1972. Up to that point, the 
legislation had been handled exclusively as labour issues, but most private 
pension plans benefited from the favorable tax treatment accorded then under 
the internal revenue code, the Senate Finance Committee also asserted its 
jurisdiction. As passed by congress in 1974, ERISA included elements 
produces by the House and Senate Labour Committees, the House Ways and 
Means Committee and the Senate Finance Committee. 
ERISA was signed into law by President Gerald ford on Labour Day, 
September 2, 1974. Congress amended ERISA over the years to provide 
greater protection to the employee as well as their dependents. 
The ERISA protect the benefits of participants in most private sector 
pension and insurance plans by requiring companies with defined benefit 
pension plans to fiilly ftind the benefits that participants have earned. The law 
prohibits companies from using insurance and pension fimds for purpose other 
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than paying insurable and pension able benefits. The ERISA also requires all 
requires all private sector sponsors of define pension plan to purchase 
insurance plans to purchase insurance from the pension benefit guaranty 
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corporation. 
Obligations of Employer Regarding ERISA 
As the ERISA states that is the policy of ERISA to protect the interest of 
plan participants and their beneficiaries by requiring some conditions on the 
part of the employers. These conditions are as follows. 
1. Compulsory obligations 
These obligations are some like that-
1. Disclosure of information about the financial position of insurance and 
pension schemes to the participants as well as their beneficiaries. 
2. Reporting information about their insurance and pension plans before 
the governmental agencies. 
3. Dissemination of relevant material to the participant at relevant time. 
2. Obligations on the Demand of Employees 
These obligations are as fallows which arise on the written request of the 
employees. 
1. Furnish to the participant summary plan descriptions. 
2. Furnish to the participant summary of material modifications within 210 
days after the close of plan year in which the modifications, was 
adopted. 
3. Made available copy of annual report of plans at the principal office of 
plan and administrator and other places as may be necessary to make 
pertinent information readily available to plan participants. 
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4. Furnish the periodical plan benefit statement to the participants and 
beneficiaries. 
5. Finish the annual plan funding notice to the participants and 
beneficiaries. 
6. Provide to the participant a notice of their eligibility to disinvest in 
employer securities within 30 days before the date on which the 
individuals is eligible to disinvest in employer securities. 
Obligations of Employee Regarding ERISA 
The obligations of employee impose by the ERISA to participate in the plans 
prescribed by this Act are as follows-
1. Employees must be above the age of 21 years. 
2. Employees must have completed a year of service (12 month period 
during which employee has worked at last 1,000 hours). 
3. Employees must enroll him on the first day of plan year after they 
became eligible. 
Benefits Regarding Employee Retirement Income security 
ERISA govern benefit accrual, which generally refers to the rate at 
which benefits are earned by a plan participant. An accrual benefit is defined 
contribution plans. 
For defined benefit plans, accrual benefit means individuals, benefit 
determined under the plan and expressed in the form of on annual benefit 
commencing at normal retirement age, subject to exceptions. ERISA provides 
three primary methods for benefit accrual under a defined benefit plans. 
1. Under the "133-1/3 rule", generally a later rate of accrual for one year of 
plan participation can not be more than 133-1/3 percent of the rate for 
any other plan year. 
600 
2. Under the "3% rule", a participant must accrue at least 3% of the 
participants anticipation normal retirement benefit in each year of 
participation, up to maximum of 33-1/3 years. 
3. Under the "fractional rule", benefit accrual is focused on a worker's 
proportionate years of service under the plan, e.g. If benefits can accrue 
for a maximum of 40 years up to the date of the plans normal retirement 
age such as 65 a worker starting under the plan at age 25 and working to 
age 60 would get 35/40 of the maximum credit toward a pension. 
These tests limit the amount of back loading, a practice of providing a 
higher benefit accrual rate for later years of service than for earlier years. Front 
loading benefit providing a higher accrual rate for earlier years of service than 
for later years is permitted, but decreases in the rate of benefit accrual can not 
be based on the participant's age. 
In defined contribution plans, the participant's accrued benefit is balance 
in his or her account. The participants being accruing a benefit in a defined 
contribution plan once, they have met the participation requirements under the 
terms of the plan. However if an employer make contributions to an 
employee's account, the accrued benefit received may be account, the accrued 
benefit received may be treated differently for vesting purposes than the 
accrued benefit from employee contributions. 
Instead of the above defines rule regarding the benefit in respect of 
employee retirement income there are some important rules which must be 
followed by the administrators such rules are as fallows-
ERISA prohibits plan amendments that eliminate or reduce benefits 
already accrued by plan participants. This prohibition is commonly referred to 
as the anti-comeback rule. Benefits subject to the anti-comeback rule include 
basic accrued benefits, as well as any early retirement benefits, retirement type 
subsidies, and other optional forms of benefits that an individual who met 
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certain requirements, as defined by the plans is eligible to receive. However, 
the anti comeback rule does not prevent a plan from freezing accrued benefit, 
reducing the rate at which benefits will accrue in the future, or eliminating 
fiiture benefit accruals altogether.'" 
Although an accrued benefit is generally defined in monetary terms, the 
Supreme Court has held that the anti-comeback rule applies not only to a 
particular sum of money, but to a plan amendment which hinders a 
participant's receipt of benefits. In Central Laborers Pension Fund v/s Heinz 
" a retired plan participants benefits were suspended by the plan following a 
plan amendment that prohibited participants for engaging in the type of post 
retirement employment he performed. The plaintiff claim that this suspension 
violated ERISA's anti-cum-back rule. The plan argued among other thing, that 
the anti-cum-back rule applies only to amendments affecting the dollar amount 
the plan was obligated to pay, and that a more suspension of benefits did not 
reduce the accrued benefit. 
The court rejected this argument and stated that as a matter of common 
sense, a participants benefits can not be understood without reference to the 
conditions imposed on receiving those benefits, and an amendment placing 
materially greater restrictions on the receipt of the benefit reduces the benefit 
just as surely as a decrease in the size of the monthly benefit payment. 
ERISA prohibits the age discrimination in benefit accrual. It prohibits a 
defined benefit plan from ceasing accruals or reducing the rate of accrual on 
account of the employed age, it provides or defined contribution plans 
allocation to an employees' account may not be reduced on account of age. " 
Contributory Efforts Regarding ERISA 
To ensure that sufficient money is available to pay promised pension 
benefits to participants and beneficiaries, ERISA rules that require plan 
sponsors to fully fund the pension liabilities of defined benefit plans. The 
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funding requirement of ERISA recognizes that pension liabilities are long term 
liabilities. Consequently, plan liabilities need not be funded immediately but 
instead can be amortized (paid off with interest) over a period of years. Single 
employer plans generally required to amortize initial past service liabilities and 
past service liabilities arising under plan amendments over no more than seven 
years. Defined contribution plans do not promise a specific benefit, and so 
these plans have no funding requirements. 
ERISA requires employers that sponsor defined benefit plans to fund the 
pension benefits that plan participants earn each years. This is referred to as 
funding the normal cost of the plan. In addition, DB plan sponsors must 
amortize the cost of pension and insurance benefits granted to employees for 
past serves but for which no monies were set aside. Furthermore, if a DB plan 
retrospectively increases the level of benefits by plan amendment these new 
liabilities must be amortized as well. The assets of the insurance and pension 
plan must be kept in a trust that is separate from the employer's general assets. 
Assets in the insurance and pension trust fund are protected from the claims of 
creators in the event that the plan sponsor files for bankruptcy.^ ^ 
Administrative Steps Regarding ERISA 
One of the primary goals in enacting ERISA was to protect the interest 
of participants and beneficiaries of employee benefit plans and assure that 
participants receive promised benefits from their employers. To this end, 
ERISA provides regulatory responsibilities on the Labour and Treasury 
Department as well as Pension Benefit Guarantee Corporation and Provides for 
appropriate remedies, sanctions and ready access to the federal courts. FRISA 
contain an integrated enforcement mechanism for the proper administration 
that is also essential to fiilfill the goal of this act. 
This integrated enforcement mechanism contain so many principles which are 
as follows-
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ERISA authorize to participant, beneficiaries, as well as in some cases to 
plan fiduciary or the secretary of labour, to: 
1- Redress the failure of plan administrator to provide information. 
2- Recover benefit due under the plan 
3- Receive appropriate relief due to breaches of fiduciary duty. 
4- Enjoin any act or practice which violate the terms and condition of plan. 
5- Collect civil penalties.'* 
The above discussed remedy has been strictly confirm by the Supreme 
Court in Metropolitan Life Insurance Co. v/s Taylor/^ where the court was of 
the view that the ERISA contain so many exclusive remedies for the benefits of 
the participants as well as their beneficiaries. 
ERISA, authorize a plaintiff to bring an action against the plan to 
recover benefits under the terms and conditions of the plan.^ ^ The Supreme 
Court in Pilot Life v/s Dedeaux '^ explained that the ERISA contain a civil 
enforcement scheme that represent a careful balancing of the need for prompt 
and fair claims settlement procedures against the public interest in encouraging 
the formation of employee benefit plan. 
ERISA, authorize the secretary of labour, a beneficiaries or a plan 
judiciary to bring a civil action caused by a breach of judiciary duty.^ ^ In 
Massachusetts Mutual Life Insurance Co, v/s Russell, ^' the S.C. evaluated 
whether a plan beneficiary could bring a civil action for monetary damages 
against a plan fiduciary who has been responsible for the improper processing 
of a benefit claim. The court held that ERISA does not authorize a beneficiary 
to bring a claim against a fiduciary for monetary damages. Again in the case of 
Larue v/s Dewolff, Boberg & Associate '"' the S.C. explained that for defined 
benefit plans; fiduciary misconduct would not affect an individual entitlement 
to a benefit unless the misconduct detrimentally affected the entire plan. 
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ERISA permits a participant beneficiary or fiduciary, to bring a civil 
action to enjoin any act which violates ERISA,.^ ' in Verity v/s Ho we," the S. 
C. was of the view that ERISA has been referred to the provision for the 
enforcement of ERISA itself 
3. Gramm-Leach Bliley Act 1999 
Resolving many years controversy in the United States about the nature 
of financial competition and regulation, the 106* congress passed the Gramm 
leach Bliley Act by a large bipartisan majority. The resulting public law will 
significantly modernize American finance. This comprehensive legislation is 
very complex and addresses a wide range of issues. 
Purpose of Gramm- BHley Act 
This Act modernizes the delivery of financial services to customers by 
changing the regulatory structure of financial services providers and 
rationalizing some of the ways in which they do business. The Act-
1. Repeal portions of the "Glass-Seagull Act" of 1933 and the "Bank 
Holding Company Act" of 1956 to facilitate affiliation among banks, 
securities firms, and insurance companies, permitting financial 
conglomerates to cross sell a variety of financial products to their 
customers. 
2. Provides for umbrella regulation of the resulting financial holding 
companies vested in the Federal Reserve. 
3. Preserve the role of federal and for state bank securities and insurance 
regulators over their respective functions inside financial holding 
companies. 
4. Allows national and state banks to create financial subsidiaries for 
diversification into insurance sales and fall-service securities activities 
under specified conditions. 
605 
5. Provides consumer safeguards such as more disclosure of the terms and 
conditions for consumer financial products for privacy of non public 
financial information, and against foreland access to financial 
information. 
6. Expand bank access to and the mission of the Federal Home Loan 
Banks. 
7. Changes the application of the "Community Reinvestment Act" of 1977 
by relieving many smaller bank firom frequent examinations, requiring 
banking organization to be compliant in order to diversify and 
mandating disclosure CRA related agreement between banks and may 
non governmental entities. 
8. Include other regulatory improvements. 
Implication and implementation of the Gramm- Bliley Act 
This Act is generally expected to enhance capital formation in the 
national economy. Because of the range of provisions in this comprehensive 
legislation it will affect financial services providers ranging from the largest 
multi-product financial organizations of the smallest, community, based 
institutions and state and federal regulators community groups, and especially, 
much of the way this act actually effects financial service will depend on now 
the regulators write the regulations and now the market place responds to the 
new opportunities. 
Market has already adopted many of the changes in the financial 
conduct that this Act ratifies. It also allows for flexibility in providing for 
feature changes in the financial practices and their regulation globalization and 
technological innovations in finance have been major driving forces. Domestic 
and foreign banking, insurance and securities service continue to become less 
compartmentalized such changes, in turn, have effects on all parts of the 
financial system. The implications of financial system have been solved by the 
implementation of this Act which is as-
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1. Impact on Consumers 
Accessibility to services, the range of serves, their pricing, and possible 
influence of consumer privacy are important aspects of this legislation's 
potential effects on consumers. 
This measure clearly stimulates competition in the provision of financial 
services of all kinds. The array of products available to any given customers 
will become greater, perhaps more convenient to obtain, and perhaps less 
expensive. Consumers of financial services will fell its impact in different 
ways. Larger business should benefit from one provider. Smaller business and 
individuals may benefit from some economies of transactions. That could result 
in lower prices on some services for individual consumers. On the other hand, 
consumer group have expressed concern that some changes could result in 
higher prices to consumers for checking accounts and small loans, for example. 
A number of previsions are also designed to protect consumer privacy. 
At the same time some have expressed concern that customers may experience 
problems with privacy of their financial information any of the effects of the 
privacy provisions will not be known until financial providers adapt their 
practices to the new law and it's yet to be promulgated implementing 
regulations. How these federal privacy mandates will interact with state 
initiatives is likely to be tested by interest parties. Other initiatives that could 
affect actual experience include separate federal and state legislation, the 
presidents directive to the national economic council to work with other 
agencies to study information sharing as mandated in this a provision of this 
Act and call to bankers by the president of the American Bankers Association 
to make privacy their top priority. Some of these initiatives are an attempt to 
speed the process embodied in the legislation that requires promulgation of 
new privacy regulation within a year and requires a study by the secretary of 
the treasury in conjunction with other regulators before 2002. 
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2. Impact on Financial Service Provider 
The first foremost impact of this legislation may well be feet on Wall 
Street as merger and acquisition deals take advantage of this legislation. 
Institutions can also broaden their financial services by starting new activities 
themselves or by forming cross marketing arrangements with otherwise 
independent providers of the services. In this way smaller institutions can 
benefit with or without their own financial subsidiaries. 
This Act is expected to fiirther accelerate the trend already under way to 
consociate like kinds of financial services providers and to enhance the obliged 
to merge across industry lines. Some cross industry combinations were 
premised before now in U.S. especially insurance and security affiliation. 
However, banking and insurance companies have not been able to merge and 
securities companies have not been able to own banks. The Act ends almost all 
restrictions limiting the kinds of financial companies that could combine 
individual combinations still remain subject to antitrust, safety and soundness, 
and community reinvestment standards. Possibilities of combinations to the 
same extend as in many other countries. 
The number of providers nationwide is expected to shrink. However, 
many provisions in this Act are designed to continue or even enhance the 
viability of smaller, community type provider. 
Independent insurance agents may find their competitive position 
weakened by the legislation however, a somewhat counterbalancing provision 
of the Act provides for functional regulation of insurance sales by state 
regulators who have traditionally understood the nature and the independent 
agency system. Securities firms that wish to remain independent will find more 
competition awaits them because of the ability of banks and banking 
organization to understand the securities of all kind. 
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3. Impact on Regulatory Mechanism 
The breadth of this legislation calls for many new coordinative efforts 
among federal and state regulators who are charred with writing the roles to 
carry out the Act. Not only studies and reports called for in quantity. The duties 
of much regulation explicitly change with this law as well. Indeed, a new 
regulator, the National Association of Registered Agents and Brokers, is 
authorized many of the Acts provisions will be expressed through rules 
regulations and interpretations by the regulators, a number of which may be 
tested in court cases.^ ^ 
Concluding Remark 
After the over all discussion of insurance and pension system of U. K. 
and U. S. the conclusion comes out that the insurance and pension sector are 
prominent and pervasive in U.K. and U. S. and spread to every comer of 
economy. These sectors relate to the humane attitudes towards the future and 
not the present. The quest of insurance and pension system in U. K. and U. S. 
correlates to the growing complexity of society and ensuring the acceleration of 
social changes. 
From the beginning till now so many changes were taking place in the 
insurance and pension sector of U. K. and U. S. These ups and duns clerkly 
indicate that it is not necessary that the process of privatization is only solution 
for the proper regulation of insurance and pension sector. It depends on the 
economic pressure like in U. S. where the sources of government income are 
much higher in comparison of U. K. So the Obama government decides fully 
funded pension system and federal control on the insurance sector but U. K. 
decide to privatize their pension and insurance sector. 
In comparison to U.K. and U.S. the importance of insurance and pension 
system is not less in Indian economy. But the conditions are different, so the 
routs of reformation are different. The Indian government chose the 
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privatization process in co-operation of foreign players with limit of 49% 
foreign equity as well as 26% foreign direct investment in the field of insurance 
sector, on the same pattern the India also trying to privatized its pension sector 
because the source of income of India are not much as like U.K. and U.S. 
So for any nation U. K., U. S. or India, necessary the economy will 
progress either by way of privatization or federal control as well as by any 
other method. 
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CONCLUSION 
The insurance and pension system are the core elements of the economy 
of India, U.K. and U.S. The insurance and pension systems are two different 
types of social assistance program introduced by the government in the forni of 
different schemes under the shadow of statutory guidelines for the benefits of 
employees (civil employees, government employees, as well as employee 
belong to the industrial class). 
In the present era of liberalization, privatization and globalization, the 
economy is being in changing condition by the increasing approach in market 
competition, information technology, consumer services awareness etc. While 
the insurance and pension are core elements of economy, so these two sectors 
are also affected by these changing approaches of liberalization, privatization 
and globalization. So definitely there must be the reforms in the insurance and 
pension sector. 
After that two broad question come before us-
1. Why insurance and pension reforms matter? 
2. What imperatives (general/special) necessary to reform insurance 
and pension sector? 
Why Insurance and Pension Reforms Matter 
1. Sound Progress on Poverty Elimination among the Working 
Employees 
The countries like U.K., U.S. especially India has experienced a 
substantial reduction in the headcount of poverty among the working 
employees. In the year to come, it is likely that GDP growth, and rising wage 
will lead to elimination of poverty among the employees in their working 
years. 
2. Future Security for Employees is the Next Frontier 
The poverty among the elderly will then become dominant, since the 
elderly do not work and does not benefit from higher wages. A parallel 
development of great importance is the rise in migration flows of labour, and 
the breakdown of the joint family through which the elderly are less likely to 
cohabit with their children in old age. 
3. Fermentative Method will not Work 
A govenmient program that seeks to pay a charitable gift of Rs. 25 per 
day to 10% of the population would incur a revenue cost of GDP, excluding 
administrative costs. A more useful path is to focus on public programs that 
target the employees. However, the most effective public program that directly 
targets poverty is the employment guarantee scheme. 
4. Sustainable and Scalable Insurance and Pension Systems are the 
only Solution 
With a formal insurance and pension systems, individuals would save in 
their working years, and thus command personal wealth, which would ensure 
that they avoid poverty in present as well as in future. These two words 
sustainability and scalability are essential in thinking about insurance and 
pension systems. In the formal system it is possible to desire non-scalable-
subsidy-based programs as well as unsustainable subsidy programs which work 
for few peoples and few years. Especially India has need of such kind of 
framework which reaches to a large portion of population of below medium 
incomes, for the coming 50 years. This would constitute a scalable and 
sustainable solution. 
5. Insurance and Pension Reforms should be "Second Generation 
Reforms" 
Insurance and pension reforms are consistent with present visions of 
countries like U.K. and U.S., especially India's strategy for economic growth. 
Plaiming for income security is directly material to the employment and well 
being of millions of employees. The insurance and pension systems where 
employees are able to see substantial level of their own personal wealth is one 
where employees will be more comfortable in coping with the ordinary 
competitive process of market economy. By augmenting the flow of savings, 
and by fostering high quality investment decision, insurance and pension 
systems will help in attaining higher GDP growth. 
6. Insurance and Pension Policy Issues are highly Refine 
Sound strategy in insurance and pension reforms often diverge from 
obvious and apparent solutions, for two reasons. First, as compared with many 
field of public policy where sectoral knowledge is required for formulating 
sectoral policies, insurance and pension reforms are particularly complex fields 
involving interlocking considerations spanning the field of public finance, 
labour market, macro economics, demographics, I.T. intensive, administrative 
procedures, and political economy. The second aspect is that there are long lags 
between policies and their consequences, and the consequences can be of a 
macro-economics scale. 
7. Errors in Insurance and Pension Policies can destabilize the Entire 
Economy 
As compared with other aspects of economic policy, the insurance and 
pension sectors are unusual in the errors in policy which do not show up for a 
prolonged period. But when these mistakes do show up, they can easily 
generate reverence impacts in terms of percentage points of GDP. In India 
where economic policies are ordinarily executed, competently in areas such as 
foreign trade or infrastructure are now laboring under insurance and pension 
related debt. What are apparently micro-issues in the insurance and pension 
sectors have a disconcerting way of turning into macro-economic challenges 
for the country, to moves ahead. Hence policies in this area need to be 
subjected to extremely searching scrutiny, to ensure that difficulties in pension 
and insurance do not derail India's growth over the next 50 years. 
What Insurance and Pension Reforms requires 
The requirements of insurance and pension system are of two types-
General Requirements 
1. Re-orientation of Laws, Regulations, Schemes and Organizational 
Structure 
The current iosurance and pension laws, regulations, schemes and 
organizational structure were set up in pre-globalization era when the economy 
of India, U.K. and U.S. was less externally- oriented, when balance between 
the state and the market favored the former. There, is therefore, a need to re-
orient them to reflect the new economic paradigm. 
2. Development of Human Resources 
The labour market comprising about million of people has been 
undergoing significant transformation. But countries like India aims to develop 
its manufacturing sector, even as it continues to strengthen its service sector are 
including export-orientation components such as knowledge process 
outsourcing activities, etc. The need for reforming human resources 
development policies in the public sector, including room for mobility between 
public and private sectors is also increasingly being recognized. The role of 
contract workers, which often have access to provident fund and other related 
benefits but do not enjoy the legal right of permanent employment, is also 
increasing. These factors have increased the importance of portability in the 
income security benefits for the development of human resources. 
So there is need of mobility of insurance and pension-able benefits 
across the sector or occupation as well as more flexible compensation packages 
incorporating some degree of individual choice.^  
3. Cushion of Government Responsibility 
The globalization has made effective social safety net essential to 
cushion the adverse impact on those most adversely affected, help to maintain 
legitimacy of essential economic, social, and governance reforms, and to 
encourage risk-taking by providing a minimum floor in the event of failure. 
But in Indian pluralistic and inclusive political system, requirement is 
there, of the pursuit of economic growth which can be possible by new policies 
designed in insurance and pension sectors, which can mitigate the inequalities 
as well as in the failure of these policies cast responsibilities on the 
government. 
4. Creation of Larger Number of Productive and Sustainable Jobs 
The favorable demographic phase is reflected in the share of working 
age population in U.K. and U.S. especially in India where the total population 
increasing from 60 percent in 2005 to 63.5 percent in 2040. This could lead to 
higher national savings" rate from the current rate of around 30 percent to 35 
percent of GDP. If these saving are invested in growth enhancing manner, 
higher growth rates could be achieved. 
The above will require creation of large number of productive and 
sustainable jobs in the economy. So the balance between jobs creation on the 
one hand and preservation of existing jobs on the other hand must shift to the 
former. 
5. Establishment of Contributory Defined Benefit Schemes 
The establishment of contributory defined schemes is necessary in U.K., 
U.S. as well as in India. Now India has been experiencing a consolidated public 
sector deficit of about 9% of gross domestic product for several years. This and 
India's internal debt of around 8%-9% of GDP are widely regarded as a major 
constraint in India being able to attain a sustain period of real GDP growth of 
between 8%-10% and for introducing capital convertibility of Indian rupees. 
So the need of fiscal consolidation and fiscal flexibility has been 
necessitated the reform in the non-contributory defined benefit, generously 
price, wage index, and pension and insurance schemes. 
Special Requirements 
1. Competence and Professionalism 
It is imperative that there must be greater degree of competence and 
professionalism in design and governance of each insurance and pension 
organizations. Each such organization must perform the following core 
functions in an efficient manner. These are, the reliable collection of 
contribution/taxes, and other receipts, payment of benefits for each of the 
schemes in a correct way and in case of loans, its timely repayment, secure 
financial management and productive investment of insurance and pension 
fund assets, maintaining an effective communication network, including 
development of accurate data and record keeping mechanisms to support 
collection, payment and financial activities, and production of financial 
statements and reports that are tied to providing effective and reliable 
governance, fiduciary responsibility, transparency and accountability. 
2. Systematic Perspective 
It requires that all components of insurance and pension systems are 
well integrated in meeting the needs of the population. This is consistent with 
obtaining income security fi-om multiple sources. The role of each component, 
and scheme within each component should be periodically reviewed to assess 
dieir suitability, scalability and sustainability.'' 
3. Financial Education 
The low level of financial literacy, particularly insurance and pension is 
endemic among countries like India's policy makers, elites, and the general 
public. The prevailing tendency of regarding insurance and pension as a 
welfare measure without due regard for empirical evidence and rigorous 
economic, financial and fiscal analysis represents a formidable constraint in 
insurance and pension reform. This mindset change in the broad political 
system is essential if requisite progress is to be made in attaining greater 
professionalism and system wide perspective. 
4. Indigenous Research Capability 
There are needs to substantially enhance the capacity to undertake 
rigorous empirical evidence based on relevant policy research on insurance and 
pension. This will require considerable strengthening of the existing database 
on morbidity and mortality patterns, and behavior of individuals and firms 
concerning income saving. 
5. Special Forum 
There must be a special forum to discuss the issues concerning insurance 
and pension. Such forum should bring together not only public officials, but 
also other stakeholders such as trade unions, employer organizations, 
academics researchers, and insurance and pension industry representatives. 
6. Vision and Leadership 
The insurance and pension systems not only requires the technical and 
governance capacities, but also vision and leadership which lead the industry 
towards the path of progress up to last extent.^ 
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Annexure-1 
A Hybrid Model for a Globally Competitive Insurance and Pension Sector 
Privatization More players 
Regulation 
— • 
Improved 
Industry 
Standards 
More variety 
of products 
Employees 
Protection 
Increase in 
Insurance/ 
Pension 
Penetration 
Privatization 
Source: Silpa Rastogi & Runa Dhar, Enhancing Competitiveness: The Case of 
Indian Life Insurance Industry (Paper Presented in a Conference at IIT 
Kanpur) 
Annexure-2 
Indian Insurance and Pension System: An Overview 
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Source: Mukul G. Asher, Pension Issues and Challenges facing India, Economic and 
Political Weekly, November, 2006. 
Annexure-3 
Architecture of New Pension System 
I Pension Fund Manage 
v._ 
Pension Fund Managi 
Pension Fund Manage 
Pension Fund Managt 
Central 
Recordkeeping 
Agency 
Points of presence 
Banks, Post Offices 
Source: Ajay Shah, A sustainable and Scalable Approach in Indian Pension Reform, 
World Scientific 2006. 
Annexure-4 
States ^hich have adopted the New Pension System 
State Fraction of India's 
population 
Cutoff date 
Andhra Pradesh 7.37 September 2004 
Tamil Nadu 6.05 April 2003 
Madhya Pradesh 5.88 n.a. 
Rajasthan 5.50 January 2004 
Gujarat 4.93 n.a. 
Orissa 3.67 n.a. 
Kerala 3.10 April 2005 
Jharkhand 2.62 December 2004 
Assam 2.59 February 2005 
Punjab 2.37 n.a. 
Chhattisgarh 2.02 November 2004 
Himachal Pradesh 0.59 May 2003 
Manipur 0.23 January 2005 
Total 38.58 
Source: Ajay Shah, A Sustainable and Scalable Approach in Indian Pension Reform, 
World Scientific 2006. 
Annexure-5 
Multi-pillar New Pension Taxonomy of India 
Pillar 
Target Groups Main Criteria 
Life time 
poor 
Informal 
sector 
Formal 
Sector 
Characteristics Participation 
Funding/ 
Collateral 
1 X X 
Public pension 
plan, publicly 
managed, 
defined 
benefit 
Mandated 
Fully 
funded by 
General 
tax 
revenue 
or cess 
2 X 
Public pension 
plan, privately 
managed, 
defined 
contribution 
Mandated 
Fully 
funded by 
the 
Employee 
3 X X X 
Supplemental 
Retirement 
plan, privately 
managed, 
defined 
contribution 
Voluntarily 
Fully 
funded by 
the 
employee 
Note: The 'X' Show the importance of each pillar for target group. 
Source: M. G. Asher, Social Security Reforms in Developing Asia, Indian Economic 
Journal 2008. 
Annexure-6 
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Annexure-8 
First Year Premium of Life Insurers for the Period Ended December 2008 
s. Insurer Premium U/W No. of No. of live 
No. (Rs. in crore up policies/schemes up covered under 
to Dec. 2008 to Dec. 2008 scheme up to 
Dec. 2008 
1 Lie 
Individual single premium 10418.89 2889392 21166374 
Individual non single premium 102451 17657332 0 
Group single premium 8013.73 13895 0 
Group non single premium 0.00 0 0 
2 SBI 
Individual single premium 38268 66658 122254 
Individual non single premium 18385 531207 4142933 
Group single premium 196.75 5 
Group non single premium 127224 89 
3 TATA AIG 
Individual single premium 3082 6354 74791 
Individual non single premium 591.15 472740 254970 
Group single premium 2609 7 
Group non single premium 54.99 55 
4 Bajaj Allianz 
Individual single premium 425.30 69263 2269 
Individual non single premium 3316.06 1738758 4839582 
Group single premium 8.25 2 
Group non single premium 30.54 472 
5 Biria Sunlife 
Individual single premium 2574 115011 39369 
Individual non single premium 
Group single premium 
160352 
1525 
696618 
1 
202082 
Group non single premium 14421 146 
Source: IRDA Journal, March 2009 
Annexure-9 
RECOMMENDATIONS OP THE SIXTH CENTRAL PAY COMMISSION 
RELATING TO PENSION AND OTHER TERMINAL BENEFITS - DECISIONS 
OF GOVERNMENT THEREON. 
[No. 38/37/08-P & PW (A), New Delhi, the 29th August, 2008] 
The terms of reference of the Sixth Central Pay Commission as contained in the 
Ministry of Finance (Department of Expenditure) Resolution No. 5-2-200G-E.III(A), dated 5-10-
2006, as amended from time to time, inter alia included "to examine the principles which 
should govern the structure of pension, death-cum-retirement gratuity, family pension and 
other terminal or recurring benefits having financial implications to the present and former 
Central Government employees appointed before January 1, 2004". The Commission 
submitted its Report to the Government on the 24th March, 2008. Government have 
considered the recommendations of the Commission on pensionary benefits to Central 
Government Civil employees, including employees of the Union Territories and Members of 
the All India Services, contained in Chapters 4, 5 and 6 of the Report of the Commission and 
have decided that the recommendations shall be broadly accepted subject to certain 
modifications. 
2. The revised pension structure will be effective from 1st January, 2006. 40% of the 
arrears of pension will be paid in cash in the year 2008-09 and the remaining 60% in the 
year 2009-10. 
3. Detailed recommendations of the Commission and the decisions taken thereon by 
the Government are listed in the statement annexed to this Resolution. The recommendations 
made by the Commission, which are not included in the Annexure are being examined by the 
Government and decisions thereon will be taken as early as possible. 
4. Government of India wishes to express their deep appreciation of the work done by 
the commission in dealing with the various complicated issues involved and presenting a 
valuable Report. 
ANNEXURE 
Statement showing the recommendations of the Sixth Central Pay Commission relating to 
principles which should govern the structure of pension and other terminal benefits -
contained in Chapters 4, 5 and 6 of the Report and decisions of Government thereon. 
S.No. Recommendation Decision of 
Government 
1 Older pensioners require a better deal because their Accepted 
needs, especially those relating to health, increase with 
age. Quantum of pension available to the old pensioners 
should be increased as follows:— 
On attaining Additional quantum — 
age of of pension 
80 years - 20% of basic pension 
85 years - 30% of basic pension 
90 years - 40% of basic pension 
95 years - 50% of basic pension 
100 years - 100% of basic pension 
(5.1.32) 
2 Linkage of fiiH pension with 33 years of qualifying service 
should be dispensed with. Once an employee renders the 
minimum pensionable service of 20 years , pension should 
be paid at 50% of the average emoluments received during 
the past 10 months or the pay last drawn, whichever is 
more beneficial to the retiring employee. Simultaneously 
the extant benefit of adding years of qualifying service 
for purposes of computing pension /related benefits 
should be withdrawn as it would no longer be relevant. 
(5.1.33) 
Accepted 
3 The recommendation regarding payment of full pension on 
completion of 20 years of qualifying service will take effect 
only prospectively for all Government employees other 
than PBORs in Defense Forces ftx)m the date it is accepted 
by the Government. (6.5.3) 
Accepted 
4 All future cases of commutation of pension should be 
considered as per the revised commutation table annexed 
to the Report which may be revised periodically by the 
Government keeping in view the interest rates and the 
mortality table. (5.1.35) 
Accepted 
5 The revised commutation table will only be used for all 
future commutations and will .not be applied for the past 
commutations in respect of post 31, 12.2005 pensioners 
who have already commuted their pension, the revised 
commutation table shall be used only to compute the 
Accepted 
amount of pension that has become additionally 
commutable on account of retrospective implementation of 
the revised pay scales, in case such an option is exercised 
by the retiree. For all future pensioners, the commutation 
of pension shall be computed and paid as per the revised 
commutation table. (6.5.3) 
6 The maximum pecuniary limit of Rs.3.5 lakh on payment 
of gramity should be raised to Rs. 10 lakh. (5.1.37) 
Accepted 
7 In case of Government employees dying in harness, 
family pension may be paid at enhanced rates for a 
period of 10 years. (5.1.42) 
Accepted 
8 The dependency criteria for all purposes should be the 
minimum family pension along with deamess relief 
thereon. This should also be followed in cases relating to 
payment of family pension as well. (5.1.42) 
Accepted 
9 In accordance with recommendations for paying higher 
quantum of pension to very old pensioners, quantum 
of family pension payable to similarly old family pen-
sioners would also need to be increased. Quantum of 
pension available to the family pensioners should also 
be increased as per with that recommended for pen-
sioners as under: 
On attaining Additional quantum of 
age of family pension 
80 years - 20% of basic family pension 
85 years - 30% of basic family pension 
90 years - 40% of basic family pension 
95 years - 50% of basic family pension 
100 years - 100% of basic family pension 
Accepted 
10 In the case of disability pension, for 100% disability 
where the individual is completely dependent on some-
body else for day to day functions, no Constant Atten-
dant Allowance is available under the CCS (Extraordi-
nary) Pension Rules, 1939. Such Constant Attendant 
Allowance is available in the Defence Forces. A similar 
allowance needs to be extended in respect of civilian 
Accepted 
retirees as well because their requirement would be 
similar. Accordingly, a constant attendant allowance 
should be introduced, on the lines existing in Defence 
Forces under the CCS (Extraordinary) Pension Rules, 
1939 as well. (5.1.42) 
11 The rates of ex gratia may be doubled and raised to 
Rs.lO lakhs in cases of death occurring due to acci-
dents in the course of performance of duty whether 
attributable to acts of violence by terrorists, anti-social 
elements etc. or otherwise and to Rs. 15 lakhs in cases 
of death occurring due to enemy action in international 
year or border skirmishes or action against militants, 
terrorists, extremists in the border posts or on account 
of natural disasters, extreme weather conditions while 
on duty in the specified high altitude, inaccessible bor-
der posts, etc. (5.1.45) 
Accepted 
12 All past pensioners should be fitment benefit equal to 
40% of the pension excluding the effect of merger of 
50% dearness allowance/deamess-relic pension (in 
respect of pensioners retiring on. or after 1 / 4/2004) and 
dearness pension (for other pensioners) respectively. 
The increase will be allowed by subsuming the effect of 
conversion of 50% of dearness relief/ dearness 
allowance as dearness pension/deamess pay. 
Consequently, dearness relief at the rate of 74% on pen-
sion (excluding the effect of merger) has been taken for 
the purposes' of computing revised pension as on 1/1/ 
20O6. This is consistent with the fitment benefit being 
allowed In case of the existing employees. The fixation 
Accepted with the 
modification that 
fixation of pension 
shall be based on a 
multiplication factor of 
1.86, e.g. basic pension 
+ Dearness Pension 
(wherever applicable)+ 
dearness relief of 24% 
as on 1.1.2006, instead 
of 1.74 
Annexure-10 
Forms 
FORM 'J' 
fSee sub-rule (2) of rule 7/ 
Application for Gratuity by a Nominee 
1 beg lo apply (or payment of gratuity to which I am entitled under sub-section (!) of section 4 of the 
Payment of Gratuity Act, 1972 as a nominee of late [name of the employee] who was an 
employee of your establishment and died on the The gratuity is payable on account of the 
death of the aforesaid employee while in service/superannuation of the aforesaid employee on 
retirement of/resignation of the aforesaid employee on after completion of years of service/total 
disablement of the aforesaid employee due to accident or disease while in service with effect from 
the Necessary particulars relating to my claim 
given in the statement below: 
Statement 
1. Name of applicant nominee. 
2. Address in full of the applicant nominee. 
3. Marital status of the applicant nominee (unmarried/married/widow/widower) 
4. Name in full of the employee. 
5. Marital status of employee. 
6. Relationship of the nominee with employee. 
7. Total period of service of the employee. 
8. Date of appointment of the employee. 
9. Date and cause of termination of service of the employee. 
10. Department/Branch/Section where the employee last worked. 
11. Post last held by the employee with Ticket or Serial No. if any 
12. Total wages last drawn by the employee. 
13. Date of death and evidence/witness as proof of death of the employee. 
14. Reference No. of recorded nomination, if available. 
15. Total gratuity payable to the employee. 
16. Share of gratuity claimed. 
2. 1 declare (hat the particulars mentioned in the above statement are true and correct to the best 
of my knowledge and belief 
3. Payment may please be made in cash/crossed or open bank cheque. 
As the amount payable is less than Rupees one thousand, I shall request you to arrange for 
payment of the sum due to me by Postal Money Order at the address mentioned above after 
deducting Postal Money Order commission therefrom. 
Place Yours faithfully, 
Date Signature/Thumb impression 
Note: 1. Strike out the words not applicable of applicant nominee. 
2. Strike out the paragraph or paragraphs not applicable 
FORM 'K' 
fSee sub-rule (3) of rule 7/ 
Application for Gratuity by a Legal Heir 
To 
[Give here the name or description of the establishment with full address] 
Sir/Gentlemen, 
I beg to apply for payment of gratuity to which I am entitled under sub-section (1) of section 4 of the 
Payment of Gratuity Act, 1972 as a legal heir of late [name of the 
employee] who was an employee of your establishment and died on the Without making 
any nomination. The gratuity is payable on account of the death of the aforesaid employee 
while in service/superannuation of the aforesaid employee on the retirement or resignation of 
the aforesaid employee on the after completion of years of service/total 
disablement of the aforesaid employee due to accident or disease while in service with effect from the 
Necessary particulars relating to my claim are given in the statement below: 
Statement 
1. Name of applicant legal heir. 
2. Address in full of applicant legal heir. 
3. Marital status of the applicant legal heir (unmarried/married/widow/widower) 
4. Name in full of the employee. 
5. Relationship of the applicant with the employee. 
6. Religion of both the applicant and the employee. 
7. Date of appointment and total period of service of the employee. 
8. Department/Branch/Section where the employee worked last,. 
9. Post last held by the employee with Ticket or Serial No., if any. 
10. Total wages last drawn by the employee. 
11. Date and cause of termination of service of the employee (death or otherwise). 
12. Date of death of the employee and evidence/witness in support thereof 
13. Total gratuity payable to the employee. 
14. Percentage of the gratuity claimed. 
15. Basis of the claim and evidence/witness in support thereof. 
2. i declare that the particulars mentioned in the above statement are true and correct to the 
best of my knowledge and belief. 
3. Payment may please be made in cash/open or crossed bank cheque. 
4. As the amount payable h less than Rupees one thousand, I shall request you to arrange 
for payment of the sum due to me by Postal Money Order at the address mentioned above, 
after 
deducting Postal Money Order commission therefi-om. 
Yours faithfully, 
Place Signature/Thumb impression 
Date of applicant legal hair. 
Note: Strike out the words not applicable. 
FORM *26' 
(Regulation 07) 
Certificate for tlie Payment of Disablement Benefit 
Certificate for permanent disablement benefit 
Insurance Ni ofpermanent disabled person. 
Certified that w/s/dof. is alive this day the day of 
19 
Date 
Signature .... 
Rubber stamp or seal of the attesting authority or person 
Designation. 
FORM '27' 
(Regulation 107 A) 
Declaration and Certificate for Dependant Benefit 
Declaration and certificate for dependants' benefit 
Insurance No. of deceased 
Insured person. 
1 of (address) do liereby solemnly declare:-
*(1) that I have not re-married/married. 
** (2) that I have not attained the age of eighteen years but I continue to be infirm date 
Signature of thumb-impression of the dependant. 
Certified that w/s/d of is alive this day, the day of 
19 and that the declaration made above are true to the best of my knowledge and belief 
Date 
Signature 
Rubber stamp or seal of the attesting authority or person 
Designation 
Note: (I) In the case of a minor, the guardian should sign the declaration on behalf of the minor and 
add the following words below his signature 
(Nameof minor) through 
(Name of the guardian) 
*(2) This declaration is to be given only by a widow or female dependant or deceased insured person 
who is claiming dependant's benefit under the Act. 
***(3) This declaration is to be given only in respect of a legitimate son/legitimate or adopted 
unmarried daughter who is infirm. 
Strike out what is not applicable. 
Confidential 
FORM '28' 
(Regulation S2A) 
From 
The Manager 
Local Office 
E.S.I. Corporation 
To 
M/s 
Name of the insured person 
insurance No 
Department 
Dear Sir/s 
The above named employee of your factory has submitted a certificate of incapacity for the 
period from to and has declared that he/she has not worked on any day 
during this period. He/She has further declared that he/she has not received wages for any leave hoi 
id ay/weekly off/lay-off and was not on strike for the above period of incapacity. 
I shall be grateful for your conflrmation on the Form appended within (en days of the receipt of 
this Form. 
Yours faithfully, Manager 
REPLY TO BE FURNISHED BY THE EMPLOYER IN RESPECT OF FORM 
NO. 28 QUERY 
Name of the insured person 
Insurance No 
Returned with the remarks that the employee in question has not worked on any day during 
the period from to 
It is further confirmed that— 
(a) He/she had remained on leave with wages for the period from to 
(b) He/she had remained on holidays with wages from to. 
(c) He/she was on weekly off with wages for... 
(d) He/she was on lay-off with wages from to 
(e) He/she was on strike from.... to 
1. If the IP is paid any wages for any of the days during the above period subsequently, the same will 
be notified to you in due course. 
2. The day preceding the first day of absence* was/was not a holiday for the insured person. 
Signature 
Name and Designation Code NO 
Confidential 
* Strike out which is not applicable 
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FORM No. 14 
Application for commutation of a fraction of 
pension without medical examination 
(To be submitted in duplicate after retirement but within 
one year of the date of retirement) 
[ See Rules 5 (2), 6 (1). 12, 13 (1) and (2), 14 (1) and (2), 15 (1) 
and (2) and 16 (1) and (2) of Swamy's — CCS 
(Commutation of Pension) Rules, 1981 ] 
PART-I 
To 
The 
{Here indicate the designation and 
full address of the Head of Office) 
Subject:— Commutation of pension without medical examination. 
Sir. 
1 desire to commute a fraction of my pension as indicated below in 
accordance with the provisions of the Central Civil Services (Commutation 
of Pension) Rules, 1981. The necessary particulars are furnished below— 
1. Name (in Block Letters) 
2. Father's luune (also husband's name in the case of a 
female Government servant) 
3. E>esignation at the time of retirement 
4. Name of Office/Department/Ministry in which 
employed 
5. Date of birth (by Christian era) 
6. Date of retirement ... 
7. Class of pension on which retired ... 
8. Amoimt of pension authorized. [ In case fmal 
amount of pension has not been authorized, indicate 
the amount of provisional pension sanctioned under 
Rule 64 of the Central Civil Services (Pension) 
Rules, 1972 ] 
9. *Fraction of pension proposed to be commuted 
10. Designation of the Accounts Officer who authorized 
the pension and the number and date of the Pension 
Payment Order, if issued 
11. **Disbursing Authority for payment of pension— 
(a) Treasury/Sub-Treasury (Name and complete 
address of the Treasury/Sub-Treasury to be 
indicated) 
(6) (/•) Branch of the Nationalized Bank with 
complete postal address 
(j'O Bank Account No. to which monthly 
pension is being credited each month 
(c) Accounts Office of the Ministry/Department/ 
Office 
Place: Signature 
Date: Postal Address 
FORMS 
PART-n 
ACKNOWLEDGEMENT 
Received from Shri (name) 
(former designation) application in Part-I of Form 1 for the commutation of 
a fraction of pension without medical exammation. 
Place: Signature 
Date: Head of Office 
NOTE.— This acknowiedgenwnt is to be signed, stamped and dated and is to be detached 
from the Fonn and handed over to the apfriicant. If die fonn has been received by the post, it 
has to be acknowledged on the same day aitd the acknowledgement sent under registered cover. 
FART-in 
Forwarded to the Accounts Officer 
(here indicate the address and designation) with the remarks that— 
(/) the particulars furnished by the applicant in Part-I have been 
verified and are correct; 
({'0 the applicant is eligible to get a fraction of his pension commuted 
without medical examination; 
(Hi) the commuted value of pension determined with reference to the 
Table applicable at present comes to Rs 
(iv) the amount of residuary pension after commutation will be 
Rs 
2. It is requested that fiirther action to authorize the payment of the 
amount of commuted value of pension may be taken as in Rule IS of the 
Central Civil Services (Commutation of Pension) Rules, 1981. 
3. The receipt of Part-I of the Form has been acknowledged in Part-II 
which has been forwarded separately to the applicant on 
4. The commuted value of pension is debitable to Head of Account. 
Place: Signature 
Date: Head of Office 
FORM B 
[ Rule 13 (4) (/O J 
FORM OF APPLICATION FOR FAMILY PENSION 
Application foi Extraordinary Pension for the family of the late Shri/Shhmati. 
Govenunent service. 
Injury/Disease 
killed or died of injuries/Diseases claimed as being attributable to 
L Information regarding the claimant 
1. Full name and address, residence (showing viilage, 
Post Office, District. State) 
2. Age and date of birth 
3. Height 
EXTRAORDINARY PENSION RULES 
NOTE 2 .— If the deceased has left no son, widow, daughter, father or mother survivmg 
him, the word "none" or "dead" should be entered opposite to such relative. 
Head of Office 
Place: Date: Seal 
FORM C 
(Form to be used by the Medical Board when reporting on Injuries/Diseases/Death) 
[ Rule 13 (4) (/«•) ] 
Instructions to be observed by the Medical Board while preparing the Report 
(1) The Medical Board before recording their opinion should invariably consult the 
proceedings of die previous Medical Board, if ai^, as also all previous Medical/Hospital 
documents connected with die Oovemment servant brought before them for examination, or 
who has died. 
(2) If die injuries/diseases be more than one, they should be numbered separately, 
giving percentage of disabili^ for each, widi fiiU details. 
(3) In answering die questions in dw prescribed Form, die Medical Board will confine 
itself exclusively to die medical aspect of die case, and will carefully discriminate between die 
Government servant's/claimant's unsupported statements and die documentary evidence 
available. 
(4) The Medical Board will not express any opinion, eidier to die Govemmeni servant 
exunin«l (or any of his relatives or friends, etc.) or in their Reports, as to whether he or his 
family is endded to conqxnsation or as to die amount of it, nor will it inform die Government 
servant or any other person connected with the Government servant of anything about the 
nature of die Medical Report given by it. 
(5) The Medical Board shall give dieir Report herein below in die light of die provisions 
of O.M. No. 23 (15)-E. V (A)n3-Main SL PI. I., dated die 20di January, 1978 [ Decision (1)) , 
particulariy Schedules I and I-A, IV and die Appendix diereto. 
(6) The Report of the Medical Board, on each occasion, shall be supported by all 
die necessary and fiill Medical and Hospital documents which shall be r-^ aintained and 
preserved for reference, from time to dme, as may be necessary, until die same would no 
longer be required for reference. 
Proceedings of the Medical Board 
CONFIDENTIAL 
Proceedings of the Medical Board assembled by die order of for die 
purpose of examining and reporting on— 
(0 die present state of die injunM/Diseases sustained/contracted by, or 
(«•) deadi of, Shri/Shrimad on die (Please 
give date, mondi and year). 
(a) State briefly the circumstances under which die injuries/Dijcas^s **^' 
were sustained/contracted or deadi occurred and die date diereof: 
EXTRAORDINARY PENSION RULES 
(a) has die Govemment servant been unfit for du^? 
{b) is the Government servant likely to remain unfit for duty? 
Place: 
Date: 
Presiding Medical Officer of the Medical Board 
Member of the Board 
Member of the Board 
FORM D 
(Please see also Forms ' C and 'E') 
REPORT ON ACCroENTAL AND SELF-INFLICTED INJURIES 
1. Declaration by the ii^ured person. 
^ (.Number, rank, ^name and unit) hereby declare chat the 
injury sustained by me on 
of Government duty 
did 
did not' occur while I was in the performance 
(Medicat Officer before whom the 
declaration is made) 
Station Date Station 
{Injured person) 
Date 
2. Nature, location and severity of injury 
NOTE.— Hospital to be notified at once if wound is believed to be self-inflicted. 
{Medical Officer) 
3. Short statement of the drcumstances of the case 
(Signed statements of wimcsses giving a detailed account of the circumstances of the 
accident must be attached to thu Form. Place or sketch of place of accidem and how it 
occurred m cases of lorry, motor car or cycle accidents.) 
4. Opinion of the Commandant/Head of Office 
(a) (0 Was the individual in the course of performance of 
an official task or a task the fiulure to do which 
would constitute an offence triable under the 
disciplinary code applicable to him? (Indicate the 
nawre of the task, by whom it was onlered and 
when) 
or 
(d) Was the individual under the influence of 
intoxicating drink or drug at the material time? 
(e) Has any Court of Enquiry been held or will be 
held? [ If so. indicate the date and the place of the 
enquiry, and attach the Enquiry Report (in 
original)'] 
Station, 
Date 
Officer Commaruiing 
Head of Office 
5. The injuty/disability/death occurred in peace/field/operational Area and is/is not 
attributable to Government service. 
Head of &atefFrontier DC 
Date Station. Head of Office 
Head of Department 
To 
FOR USE ON FIELD SERVICE ONLY (Items 6-8) 
(To be completed in all field service cases where injuries are, 
or are suspeaed to be self-infliaed) 
6. (a) Opinion of the Unit Conunander ... 
ijo) Disciplinary action taken or proposed, whether 
against injured individual or another 
Commandant of Unit 
Dy. I.G.. 
State 
7. Forwarded with reference to my casualty signal No dated 
Dated 
Commanding DIG 
State 
